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PROBABLE FINANCIAL AND INDUSTRIAL EFFECTS 
AFTER THE WAR’ 


Conjectures relating to financial and industrial effects after 
the war or after wars in general are always difficult. At the present 
time prognostications are especially uncertain, because of the doubt 
as to the duration of the conflict and especially because of its un- 
precedented magnitude. 

It must be said at the outset that nations have shown unexpected 
recuperation after previous wars. England after the Napoleonic 
wars entered upon an era of unprecedented prosperity. The 
application of the power of steam, the beginning of the factory 
system, the utilization of agencies which had remained dormant, 
laid the basis for the England of today. 

After our own Civil War, ending in 1865, the northern states 
began a period of expansion altogether unknown before. Railway 
building commenced upon a scale scarcely equaled since. Great 
areas of agricultural land were brought under cultivation. There 
was a new consciousness of strength, and an energy and push which 
gave promise for the future development of this country. It must 
be conceded, however, that this growth was contemporaneous with 
a great world-movement, one of the principal events of which was 
the opening of the Suez Canal. 


t An address delivered at the Tenth Conference of the Western Economic Society, 


Chicago, on November 26, 1915. 
I 
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In sharp contrast with the development of the northern states 
was the more tardy development in the South. This was due, 
however, not so much to the fact that the South was vanquished 
in the struggle, nor yet so much to the devastation of wide areas 
and the waste of resources, as to the fact that an economic and 
social reorganization was made necessary by the abolition of slavery. 
To that difficulty was added a condition of chaos which existed in 
consequence of inefficient and corrupt government and uncertainty 
as to the status of the citizens of the South in the political frame- 
work and government of the country. When these obstacles had 
been only partially removed, the South as well as the North entered 
upon a remarkable era of prosperity. 

Another illustration is Austria~-Hungary—for this recovery 
after war has been characteristic of victor and vanquished alike. 
Defeated in 1859 and 1866, suffering loss of territory in both cases, 
Austria-Hungary commenced a new era in 1866, showing signs of 
unusual life and activity. 

France, after an unsuccessful war with Prussia, very promptly 
regained her former position. In the first few years after the war, 
indeed, conditions were more prosperous in France than in Ger- 
many; and it was not altogether in jest, but partly in earnest, that 
one of the journals in Berlin said, “‘Let’s have another war. Let 
us pay an indemnity, and then we shall be prosperous.” 

Russia perhaps affords the most remarkable instance of all. 
After the unsuccessful contest with Japan in 1904 and 1905, she came 
more nearly into line with the more advanced nations of Europe, 
and showed a growth which in its rapidity had never before been 
equaled in that country. 

There are substantial reasons why this should be the case. 
In time of war every energy of the people is stretched to the utmost. 
There is a new birth of patriotism—everyone who loves his country 
exerts himself to do his best. When the conflict is over, this energy 
is transferred to more congenial peaceful pursuits. If hope and 
energy have been disappointed in war, they turn to industry and 
to commerce. Disappointment cannot last long. There is a new 
spirit of self-sacrifice and desire on the part of every citizen to 
rehabilitate individual fortunes and the prosperity and progress of 


his country. 
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Of course, if the nation is crushed this recovery is impossible. 

In this connection, I may remark that the rumors of peace 
which are now abroad will not, as I think, bring a cessation of the 
struggle. But they have a profound significance. If the war were 
to stop today, although the losses have been so enormous, the 
economic organization of Europe would still be intact; the old 
spirit of organization, which has been so potent in the past, would 
survive; the broken threads might be bound together again, and 
each country would proceed on its way to recover its losses and 
regain its old position. But if the war continues there will neces- 
sarily be confiscatory taxation, forced loans, large issues of irre- 
deemable paper money, and economic ruin will stare the combatants 
in the face. 

Thus there is a pausing now upon the brink. No doubt finan- 
ciers are saying to prime ministers, “‘We cannot long continue these 
subscriptions to loans for the enormous expenditures of war.” 
Carlyle, in a dramatic passage, speaks of the assassin pointing the 
pistol at his victim, and says, “He is not yet a murderer. There 
is a moment of fearful hesitancy. Then the deed is done.” So, 
just now, the nations of Europe are pausing before the final plunge. 

We can have little conception of the magnitude of this contest 
and the frightful losses. Some time ago I asked the bibliographical 
division of the Library of Congress to give me an estimate of the 
number of men who have enlisted and gone to the front, and also 
of the losses. On examining these computations, I came to the 
conclusion that 23,000,000 men had been called to the colors from 
England, France, Austria-Hungary, Germany, and Russia, divided 
as follows: 


3,000,000 from England and her dependencies 


4,000,000 “ France 

6,000,000 “ Russia 

6,500,000 “ Germany 
3,500,000 “ Austria-Hungary 


To this total of 23,000,000 must be added those recently enlisted 
and the number from Italy, Servia, Belgium, Bulgaria, and Turkey, 
making the total probably at least 30,000,000." During our Civil 


*Any computation of loss of life must be conjectural, but probably 5,000,000 
killed or maimed is not an extravagant estimate. 
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War the total number at no time could have exceeded 3,000,000 
of men. We now hear in Europe the tramp of armies numbering 
ten times as many men as were engaged in our Civil War. 

A painstaking statistician, in a paper read before the Royal 
Statistical Society last May, estimated the property loss of the 
first year of the war at forty-six billions of dollars, or about one- 
eighth of the total wealth of the countries involved. Take the 
case of Belgium—twelve billions of total wealth and a loss in the 
first year of the war of two billion six hundred and thirty-two 
million, or more than one-fifth of the whole. With the greatest 
degree of frugality, it would doubtless require twenty years to 
repair these losses. 

What are to be the effects of this loss of resources and of work- 
ing force in the different countries? Capital must be enormously 
diminished, increased taxation will impose an almost intolerable 
burden, consumption must be very materially decreased, new 
enterprises must cease, the proportion between exports and imports 
which gave to these countries a very large balance of imports must 
be changed, and instead, if not an excess of exports, there must be 
a far smaller proportion of purchases and a larger proportion of 
sales. 

Many lines of industry have not suffered so severely. The iron 
and steel industry, by reason of the exigencies of the war, has been 
maintained. In textiles, the demand for woolens has kept the mills 
busy. In the branches in which women workers perform a large 
share of the labor there has been less depletion. The steamship 
trade has probably suffered most, and others have suffered very 
materially. There will be reorganization after the war, again 
provided it does not continue too long; but there will be far less 
consumption, far less industrial enterprise. 

Another factor in the situation which affects us will be sharper 
competition im our own market, and in the markets of countries 
that have been at peace. International trade, no doubt, in its 
volume will be diminished, but the most strenuous effort will be 
made by these countries, just as soon as they can rehabilitate 
themselves, to obtain all possible trade in every quarter of the earth. 
At the very close of the war international trade may continue in 
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something like its normal volume in filling orders which have 
been given before peace comes, and whatever resources are avail- 
able for purchases will be expended for material to restore structures 
which have been destroyed, or to provide raw material, such as 
cotton, for manufacture. But a great loss, great depletion, and 
greatly diminished activity are inevitable. 

There is a very important question in regard to the financial 
situation: What will be the effect upon investment and rates of 
interest? I can come to no other conclusion than that on long- 
time investment rates of interest must rise. A striking fact in this 
connection may have escaped general attention. For fifteen years 
preceding the outbreak of the war there was a marked and almost 
steady increase of rates of interest in long-time investments. 
To show how uncertain conjectures are, one of the three great life- 
insurance companies in New York in 1900 sent out inquiries to 
leading financiers of the country, asking their opinion about the 
future of rates of interest. The company needed that information 
in the transaction of its business. The almost unanimous opin- 
ion was that rates of interest would be lowered, but just the con- 
trary has been true; and it has been well asked, If there was famine 
before the war, will there not be starvation after? 

In 1899, computation of the rate of interest on large investments 
in England having seven years or more to run showed the rate to 
be 4.16 percent. In 1906 it was 4.48. By 1913 the average rate 
had risen to 4.98. There had been a very material, indeed a strik- 
ing, fall in the value of British consols, French rentes, German 
bonds, and bonds of Russia and Canada. The figures may be 
interesting. The average price of consols in 1899 when the interest 
was 22 was 1063. In 1907, with interest at 2}, the price was 84. 
In May and June of 1914, it was 74.7, at the same rate of interest. 
Here was a fall of 9.3 per cent in the value. French rentes were 
quoted in 1908 at 96.2, and in May and June, 1914, at 89.75. 
German 3 per cents were at 85 in 1908; in May and June, 1914, at 
77.4. Russian 4 per cents increased in value from 1908 to 1912 
because of improved financial conditions of the country, but from 
1912 to 1914 they fell. Canadian 3 per cents fell from 107 in 1896 
to 92 in 1914. Of course, there were various reasons for this 
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marked fall, but there was only one general explanation, and that 
was the greater strain on capital. 

In the first place, this was an era of unparalleled progress in 
reconstruction due to invention. Invention gave us many new 
facilities and gave us new means and methods to furnish that which 
had been provided before. As a result, many plants were consigned 
to the scrap heap. Many new articles came into use—the auto- 
mobile for instance. 

The second cause was an unusual amount of preparation for 
the demands of the future. In every country the demand for 
investment, whether short-time loans or long-time loans, has two 
widely different objects in view: first, providing for the present 
wants of the people, and, secondly, providing for additional facilities 
and the larger demands of the future. In providing for those larger 
demands, extensive public works and great enterprises are under- 
taken. The results are often deferred for a long period, for the 
works are a long time in construction. This period between 1899 
and 1914 affords as its best example the construction of the Panama 
Canal, a work which cost four hundred millions, which required 
nearly ten years in building, and which probably will not make 
known its full effects for a much longer period. 

A third large factor, closely connected with the advancement 
of the rates of interest everywhere, is the diversion of capital from 
uses in which it readily reproduces itself to other ends, which, 
although very beneficial, do not bring an immediate economic 
return, such as higher standards in architecture, more commodious 
dwellings, better sanitation in cities, parks and playgrounds, 
provision for amusement and recreation. Along with this, there 
have been expenditures for extravagance and waste. These non- 
productive expenditures are not to be decried, although they have 
consumed a great deal of capital and have not brought the return 
which would follow expenditures for planting crops or for ample, 
but not luxurious, houses. It is a characteristic of the age. 

Adam Smith in The Wealth of Nations (1776) refers to the fact 
that the time had come when a common workman, as he calls him, 
might go to a play or puppet-show and thereby contribute to the 
support of one set of unproductive laborers. With his Scotch 
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thrift he seemed to take that fact very much to heart. But there 
was no occasion to fret about it. It simply showed that the time 
had come when, with the ampler results of industry and the more 
ready yield of the fruits of the earth, men could turn aside from 
their daily toil and give some attention to recreation. 

Another factor which has helped to cause this increase in the 
rates of interest is the enormous flotation of securities due to the 
consolidation and trust movement and the formation of giant cor- 
porations which commenced on a very large scale in the years 1899 
and 1900. 

Of course, in forecasting the future, account should be taken of 
the possibility of destruction so complete that stagnant business 
and the abandonment of new enterprises will so diminish the 
demand for capital that rates of interest will not increase. 

There is an interesting question in this connection about which 
I do not feel we have the data to give any intelligent opinion. 
Will immigration increase after the war? Will it attain the pro- 
portions of the year 1914? In the first place, the working force, 
not only of laborers, but of employees, skilled and unskilled work- 
men, will be decimated in Europe. If the old degree of enter- 
prise and activity should continue, wages would certainly be higher; 
but there will be less capital to work upon, and hence I do not think 
that one is safe in predicting that wages will actually rise in Europe. 

Furthermore, after every war, the men who return from the 
field are in a measure dislocated from their prior vocations. There 
is a certain restlessness, as was manifested after our Civil War, 
when tens of thousands of soldiers left their former homes and went 
out to settle the great West. 

There will also be a desire to leave the charnel house of Europe 
and come to America with its bright prospects of equality and 
opportunity. Men will be like flocks in a dried-up pasture, looking 
over to enticing fields of clover beyond. The majority of those 
who have been connected with the immigration service believe 
we shall have a large influx of foreigners. But whether there will 
be an increase or decrease will be determined largely by three fac- 
tors. There will be the question of the amount of employment at 
home; and of the degree to which capital can be utilized in the 
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countries now engaged in war. Again, will these countries place an 
embargo or prohibition on emigration? It is more than likely that 
they will, not merely for the maintenance of the industrial force, 
but to sustain their military strength. In the month of May, soon 
after the declaration of war by Italy against Austria-Hungary, in 
the city of Sio Paulo, Brazil, the street in which the office of the 
Italian consul was located was so thronged with Italians seeking 
to enlist that it was impossible for a person to force his way through 
the congestion. Ifa country can call its citizens from foreign lands 
to war, how much more easily can it prevent them from leaving 
their own country in time of peace. 

The third factor is the degree of prosperity in our own country. 
Immigration has almost always kept pace with the industrial 
activity in our own land, following somewhat after it. The year 
1907 was one of the maximum years of immigration to the United 
States, perhaps ‘he maximum year. If prosperity invites, that will 
be another influence to call immigrants from the Old World. 

There are a number of other factors, some of them psychological, 
which will affect the degree of business activity after the contest 
is finished. Will the countries which are insistently demanding 
capital from other countries cease their demands and mark time? 
Will this great movement for human betterment, for the improve- 
ment of our cities, cease? I cannot think it will. Will the enor- 
mous expenditures for military preparedness continue? One of 
two things will happen after the war: an era of militarism, or an 
era of peace in which the different nations will seek to settle their 
difficulties in courts of arbitration, believing it is better to make 
concessions and chance the danger of an adverse decision than to 
run the risk of a frightful war. 

After other wars, there has been a cessation of hostilities for 
some time, and I think that the present belligerent countries will 
be so exhausted that they will continue at peace for at least many 
years. But I may remark, incidentally, the possibilities of war 
are so serious that we cannot depend upon probabilities in the 
defense of our own borders. 

What will be the course of business in the United States? We 
experienced a season of depression which probably reached its 
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height during the month of June, 1914. There were at that time 
slight indications of improvement. After the commencement of 
the war, the depression was even more severe. That was followed 
gradually, in small proportion at first, but in mammoth proportion 
later, by such a demand for food supplies, ammunition, and 
ordnance that we are now enjoying an abounding prosperity, 
though abnormal, unequal, and attended by a great deal of specu- 
lation and uncertainty. 

When the war comes to an end, what will be the result? There 
will be an almost immediate cessation of these exceptional demands 
upon us. We shall return to the usual level. It must be said that 
there has been a period of economy—at least extending until the 
orders from abroad were so large as to stimulate prosperity—which 
has caused a great deal of saving. The uncertainties of the situa- 
tion prevented expansion in the form of new enterprises. Equip- 
ment was neglected and stocks of goods ran low. There have been 
abounding crops and other factors which make for a change from 
a cycle of depression to a year of unusual business activity, but it 
is manifest that there will follow an uncertainty, probably a very 
considerable abatement, in demands upon our shops and upon our 
farms as well. I can see no other rational or logical result. Our 
best customers will buy less from us. They will not be able to 
maintain the volume of purchases. And, against that, their com- 
petition for our markets will be sharp, even sharper than ever before. 

There are certain steps that we ought to take at such a time. 
We ought to recognize that conditions abroad will diminish pur- 
chasing power. What else can be expected than that the demands 
upon us will be less? When a merchant rises in the morning and 
finds that the houses of his best customers have been burned to 
the ground during the night, he does not expect to sell so much as 
before; and on the larger international scale the same will be true 
at the close of the war. 

It is true there is something in the fact that Europe has relied 
upon us very largely for necessary articles, for food, and for a cer- 
tain class of crude materials indispensable in manufacturing. 
The abatement of its purchases might therefore chiefly manifest 
itself in a slackened buying of luxuries which it has obtained from 
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other countries. Yet the aggregate of its purchases must show a 
very considerable diminution from those of previous years. 

In view of these conditions, what policies ought we to adopt ? 
In the first place, we should direct our energy and ability toward 
the less advanced portions of the earth and the developing of our 
trade there. In the past we have been enjoying that trade which 
has come to us easily, without very great effort. We have exported 
our products to the more developed nations or to those in close 
proximity to us. Our export statistics afford some very interesting 
and singular comparisons. In 1914 we sold as much to Holland 
with six millions of inhabitants as to all of Asia with six hundred 
millions. It is true that a great deal of that which was shipped to 
Holland was to be reshipped again, since that is a commercial 
country. Prior to the war we sold more to Belgium than to all of 
Africa. Canada is the marvel of our trade, as a result of proximity 
and similarity of customs and language. To Canada with its 
eight millions we send more than to all of Asia, all of Africa, all 
of South America, and all of Oceanica combined. 

These statistics show that we are not laboring very sedulously 
for the trade of the less developed countries. South America and 
Central America present a promising field. To South America we 
sent in 1914 only 5.27 per cent of our exports. In order to obtain 
that trade it will be necessary for us to lend capital there, to enter 
the field, not merely to dispose of a surplus, or in consequence 
of some excursion of merchants journeying there in a steamship, 
but by sending agents there to live. 

In this connection, what will be the demands upon the United 
States for capital in the future? Europe will not be able to lend 
for investment in this country. All her capital will be needed at 
home. Moreover, those outlying portions of the earth, like South 
and Central America and Africa, will be coming to our shores to 
obtain loans. 

I noticed, in conversation with prominent men in South America, 
that after talking about how friendly we ought to be, of the closer 
diplomatic relations we ought to have, and of the bonds that ought 
to unite us, they would usually close by saying, ‘‘We need your 
capital and we trust you will be able to lend to us.” It is very 
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probable that the center of the world’s finance, that at one time was 
in Venice, and was then transferred to Amsterdam, and later to 
London, where it remained for centuries, will now shift from the 
banks of the Thames to the banks of the Hudson. 

In saying this, I am not overlooking the fact that where there 
is to be a financial center there must be a trade center as well. 
But when all the debits and credits are counted, although we may 
not become a creditor nation, while the millions we owe abroad 
may not be wiped out at the close of the struggle, there will be more 
available capital in the United States than anywhere else in the 
world. 

We ought to devote more attention to business problems and 
ethics. We have paid too little attention to the punishment of 
fraud, and too much to imposing penalties for academic violations 
of some theory in regard to business. I will go as far as anybody 
in insisting upon punishment for dishonest practices; but a change 
has come over the country and over the world industrially, which 
has profoundly altered conditions. When I was a boy, I used to 
visit the little shops and see the employer going around among the 
employees, talking to them at the bench, inquiring whether their 
children were at school or not, visiting them when they were sick, 
and, when one of them died, going with the funeral cortége to the 
hillside cemetery. That seemed like a golden age of industry, but 
all that has passed. We have now the mammoth plant covering 
acres, where at the blowing of the whistle an army of men comes to 
work, and a whirlwind sound of machinery and steam says to the 
laborer: “‘I will labor for you with muscles that never grow weary 
and a breast that never faints.” We shall never go back to the 
old conditions any more than to the stagecoaches. I am aware, 
however, that in these great enterprises there is a danger that may 
threaten the state. Reasonable regulation should be adopted, but 
let the regulation be such that it will not stay the wheels of progress. 

We talk much of peace abroad. Should we not have more peace 
at home between employers and employees? That can be secured 
only by an intelligent consideration of the rights of all, and a 
disposition on the part of each to look at every proposition before 
him fairly. I am strongly inclined to believe that if our country 
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were isolated and had no foreign trade, employer and employee 
would tend to come together and argue, “What is the use of our 
constantly quarreling? Let’s increase the wages and increase the 
profits and make the dear public pay the cost.’”’ But when cost 
reaches a certain figure, industry must stop, and we are thereby 
debarred from entering foreign markets. Hence there is a constant 
struggle over wages and profits which, if we intelligently considered 
the situation and had a proper regard for what the different parts 
of our population owe each other, would be settled amicably. 

Some say, “‘ That means a millennium,” but this is a serious time. 
We do not realize the importance of events that are now pend- 
ing. We have only the faintest comprehension of what this war 
means. We are like a tourist at the foot of a great mountain. He 
sees its rugged slopes and paths leading to unknown caverns, but 
the lofty summit is hidden from his eyes, andthe splendor of 
this great phenomenon of nature is not comprehended by him. 

In the midst of this fearful cataclysm in Europe, is it not a time 
for us to reflect? Is it not time for those who have adopted as 
their own the profession of reforming to stop making their exclusive 
occupation the reform of others? After some great trial or tribu- 
lation an individual often becomes a new man, starting out in better 
ways than before, with a new devotion to duty and a higher degree 
of unselfishness. Is it not for us, in this calamity, imbued with a 
spirit of sympathy for the woe and suffering of those engaged in this 
titanic struggle, to look not only for a greater America but for a 
better America ? 

In the future we must be leaders in the world’s civilization. 
One of the worst handicaps of the contending nations in Europe, 
after you have made full allowance for the slaughter of their 
young men, for the devastation of their fields, for the loss of their 
wealth, is the legacy of hate and bitterness which will remain. In 
this connection, I have been surprised and amused in reading the 
amount of literature by European economists regarding the ad- 
vantages which their respective countries will secure after the war; 
contemporaneous with accounts of victories and defeats they are 
writing articles dilating upon the great advantages in trade that 
will come to them. Some propose a boycott on the goods of the 
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enemy; others suggest a customs union against the opposing com- 
batants. Almost all of them favor discrimination of some kind. 
Yves Guyot has written a number of articles in which he points 
out with much detail the great advantages accruing to the Allies 
by the capture of markets belonging to Germany. Now it is safe 
to predict that nothing of that kind will happen. If discrimination 
and boycotts are attempted, it will mean the war is not over. And 
moreover trade will follow its natural channels. There may be 
antagonisms, but peace will not be complete until the time shall 
come when trade and commerce have as free a course as in the days 
before the war. 

Again I wish to urge a sense of our larger responsibilities at this 
time. Commercial advantages will accrue to us. According to 
the latest figures at the end of October, the billion and more of 
our exports of the twelve months to June 30 last was surpassed 
by an excess of one billion six hundred millions for the twelve 
months ending October 31. Even if these enormous purchases 
do not continue, we shall in any event have reaped great commercial 
advantages from this war. In the time of our opportunity and our 


responsibility we should take the stand that, in friendship to all, 
with a desire to play our part in the great commercial republic 
and in the family of nations, we shall be worthy leaders in the future. 
Let us take up these new duties, which are sure to rest upon us, in a 
manner worthy of citizens of this great country. 


THEODORE E. BURTON 
CLEVELAND, OxIO 











SOME LARGER ASPECTS OF THE TRADE IN 
WAR MATERIALS’ 


The manufacture of war materials in the United States has 
naturally attracted attention because of the rise in the price of 
so-called war stocks. Such interests, however, as are engendered 
by the stock exchange by no means exhaust the effect of this unex- 
pected development of our industrial life. The manufacture of 
powder, arms, and battleships has always been more or less in the 
public eye, but until recently has been located in a fair perspective 
of industrial and commercial interests. The development of such 
industries as can supply the need for munitions on the part of 
Europe has, however, quite passed anything approaching normal 
conditions, and its bearings are far more extensive than might 
possibly at first appear. For this reason it is worth considering 
from the point of view of general public interest. The day has 
passed, if indeed it ever existed, in which commercial and industrial 
undertakings can be estimated exclusively in terms of interest, 
dividends, and wages. 

It would be unwise to attempt any dogmatic prophecy as to the 
wider bearings of the new situation. Everything is so in the making 
that we have not enough data upon which to base really satisfactory 
conclusions. I have found it difficult, in fact impossible, to get 
accurate data as regards the extent of the development in war 
industries. The papers abound in what might be called economic 
gossip in which we hear of companies formed by the Germans for 
the purpose of buying up the product of machine-shops which 
otherwise might be furnishing machines to help make munitions for 
the Allies; of projected $50,000,000 concerns; of new towns which 
have sprung up around gunpowder works much as new towns spring 
up about gold mines. There are reports of additions to existing 
manufactories; adaptations of other factories; the building of huge 
new plants, where the munitions of warfare can be produced at an 


t An address delivered at the Tenth Conference of the Western Economic Society, 
Chicago, on November 26, 1915. 
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unheard-of rate. But I shall have to confess that I have had to 
content myself with general newspaper information and such 
impressions as I have been otherwise able to gain as to the capitali- 
zation, principal, and output of organizations engaged in the manu- 
facture of war materials. Possibly The Fatherland has discussed 
this matter in as much detail as any publication, but I have some 
hesitation in accepting its statements as altogether unbiased. 

But, while definite figures are unobtainable, no one would deny 
the spectacular immensity of the business itself, and this obvious 
fact will serve as a basis for certain questions which I wish to pro- 
pose. For the situation suggests questions rather than conclusions. 
But these questions are of such serious importance that I cannot 
hold them as mere academic surmises. They open up matters 
which every sober-minded man must face respectfully. 

The consideration of such questions cannot be detached alto- 
gether from those suggested by the nation-wide propaganda for 
preparedness for defense. Whatever may be our opinion as to the 
sources, direction, and actual worth of this propaganda, the con- 
nection between it and the general interest in the manufacture of 
war material can certainly not have escaped observation. 


I 


The first group of questions which the situation suggests centers 
around this: Does this present development of the manufacture of 
war material make permanent such manufacture as a private rather 
than a governmental undertaking? To answer such a question 
with full understanding, it should be borne in mind that many of the 
so-called war orders, as, for example, shells for shrapnel, can be 
filled without making very radical changes in existing machinery. 
A very considerable amount of the new manufacturing, further, is 
the production of lathes, which later will be of use for general manu- 
facturing purposes. Such matters plainly would not argue any 
permanent location of the manufacture of war munitions in private 
hands. Nor would it necessarily lead to overexpansion or over- 
construction of plants. I have in mind a modest-sized machine- 
shop in New England which has had a very large increase in its 
business because of orders for lathes. Its owners, however, have 
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been farsighted enough to see that such expansion of their business 
as these orders entailed must, in the nature of the case, be only 
temporary, and have, therefore, preferred to suffer inconvenience 
because of overcrowded rooms than to increase their capital invested 
in buildings and new machinery of their own. 

Something very different is suggested by the development of 
plants for the manufacture of firearms, powder, and other actual 
munitions of war. Here the enlargement of buildings and equip- 
ment has necessitated a very large outlay of capital. The buildings, 
in some cases, might possibly be rebuilt or changed so as to make 
possible other forms of manufacture, but this is by no means a 
complete statement of the possibilities, for two reasons. 

In the first place, much of this increase in plant and equipment 
is in corporations already engaged in the manufacture of war 
materials. Their owners can hardly be expected to view with any 
complacency the stoppage of these new factories or these additions 
to old factories. In the second place, such enlargements, if not to 
be permanently used for the manufacture of war materials, will 
necessitate an entirely new market if they are to be paying invest- 
ments when they are used to produce other articles. In both 
cases it is very difficult not to foresee that the concerns making 
these investments will seek to develop a market which would 
justify the maintenance of their present business at the present 
capacity. 

' Such a reasonable probability gives rise to other questions. 
Will the government under these circumstances deem it necessary 
or even safe to undertake to establish governmental plants to meet 
the demands of the proposed policy of preparedness? Do not 
the preparedness program and the present capacity for large output 
of war material so coincide that the government, in procuring war 
materials, can hardly avoid a lasting dependence upon private 
business? This question, one can see, goes very deep. We have 
the opinion of an expert like Mr. Edison on the proper sort of 
preparedness, but apparently his advice has received little atten- 
tion, and instead of a policy of getting together at points well 
scattered throughout the United States the raw materials from 
which gunpowder and other explosives can be built, we seem most 
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likely to be faced with the demand that an enormous supply of 
such explosives be immediately made; but who can supply this 
demand except these private concerns? Will, then, the propaganda 
for preparedness become a means of perpetuating the present 
private business in war materials and will the government be in 
danger of being estopped from proper preparedness on its own 
part? It has been replied that governmental plants, if sufficient 
to meet the demands of war, would have to stand idle in times of 
peace, and that, therefore, private concerns are necessary for 
national preparedness. I have puzzled over this argument faith- 
fully, but am as yet unable to see, on the one hand, how private 
factories should be more immune than government from the opera- 
tions of demand and supply, and, on the other hand, if new markets 
must be developed, why a nation should be kept short-handed in 
governmental factories in order to enable it to rely upon private 
business. Is, then, preparedness a new type of protection for new 
infant industries ? 


II 


This suggests a second group of questions as to how concerns 
engaged in the manufacture of war materials can expect to main- 
tain their market. Of course they must expect to sell to the United 
States. Will not this development and the dependence of the 
government upon these private manufacturers inevitably result 
in a great development of lobbies intended to keep the government 
out of the manufacture and in the purchase of war materials ? 

Highly capitalized business of all sorts has never failed to lobby 
for large appropriations by Congress for articles which it produces. 
The Navy League may have suffered at the hands of irresponsible 
newspaper correspondents in this regard, but it can hardly be 
denied that it has exerted direct influence upon Congress through 
lobbies, and indirect influence through stimulated public opinion. 
If all battleships were built by the government (something by no 
means impossible in view of the recent bids by League Island Navy 
Yard for a new dreadnaught), one cause of the lobbies of great 
shipbuilding concerns would disappear. As long, however, as 
the government is in any large sense dependent for its preparedness 
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upon private business, it would be expecting too much of human 
nature for manufacturers of war materials not to use’every possible 
means to insure for themselves business proportionate to their 
capacity. Here again one could wish that the champions of our 
preparedness propaganda would make their position unequivocal. 
If, as is asserted in many quarters, this propaganda is financed and 
instigated by concerns which wish to maintain large production of 
war materials after the cessation of the present war orders, the 
program for preparedness must always be under a certain amount 
of suspicion. It may be advisable that the United States should 
not go into the manufacture of these materials, but should be 
dependent upon private concerns. If such is the case, the propa- 
ganda for preparedness for defense is, to say the least, singularly 
opportune for those engaged in this manufacture. If, on the other 
hand, the need of maintaining the business of these private plants 
is in no wise connected with the present propaganda, it would be 
reassuring to have definite statements to this effect. Until this 
point is made clear, the propaganda for preparedness must justly 
suffer from the suspicion of being a nation-wide lobby in the 
interest of maintaining present expansion of private manufacture 
of war material. Patriotism easily becomes a trademark, but never 
so promptly as in the case of those who seek army contracts. 
Another question as to markets has more than national sig- 
nificance: Will there be developed in the United States a business 
which shall be a rival of that of Krupp and Armstrong? The 
implications of such a question must be at once apparent. In the 
first place, enormous businesses such as that of Krupp can never 
be maintained by the demands of a single country. As a result 
their agents have been throughout the world engaged in selling their 
products. War becomes necessary for their business success. 
The secret history of their methods will probably never be written, 
but every now and then a sinister light is thrown upon the pro- 
ceedings by disclosures like that of the graft in the purchase of 
war supplies; the stimulation of revolution in unstable govern- 
ments; the equipment of nations which might be possible enemies 
of the United States with weapons and war supplies. But even 
more sinister is the tendency of business like that of Krupp and 
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Armstrong to fasten war upon civilization in the interest of indus- 
trialism. Universal peace or even partial disarmament would find 
itself opposed if it is not already opposed by the representatives 
of these interests in America as truly as by the representatives of 
similar interests in other countries. Such contingencies as these 
certainly are too serious to be ignored by any man who believes 
the time has come for a constructive program of adjusting inter- 
national relations. 
III 

A third group of questions concerns the financial outcome of the 
present development of manufacture of war materials. 

That such business has now reached abnormal proportions is 
apparent. Some of the questions suggested by the attempt to 
maintain it at its present development have already been con- 
sidered, but others remain. 

First, assuming, as seems inevitable, that the cost of prepared- 
ness for defense will be more than a billion of dollars, how is this 
enormous expenditure to be financed? There seem to me only 
two ways in view of the present condition of the United States 
treasury: Money must be raised either by increased taxation 
or by the sale of bonds. In either case the people of the United 
States will have to pay the bills. It would not be surprising if 
preparedness would revivify the tariff question and become a 
basis for marked increase in customs duties of all sorts. That such 
a method would meet with the approval of private concerns engaged 
in the manufacture of war materials, and particularly those in the 
steel industry, is to be expected, and thus this new industry is 
likely to become an important factor in tariff agitation. It will be 
worth while watching whether the same men are back of the 
propaganda for preparedness, the financing of business in war 
materials, and a new agitation for a protective tariff. 

In case of a bond issue the enormously increased interest charges 
and the bonds themselves will have to be met in some way. The 
American citizen is naturally interested in this phase of the pre- 
paredness agitation, but his interest will be much more immediate 
and the cost of the new preparedness will be more keenly felt if the 
necessary funds be raised by the establishment of new or the increase 








20 JOURNAL OF POLITICAL ECONOMY 


of old taxes. I am not now concerned with the precise method of 
financing preparedness, but I would call attention to the ultimate 
interest of the American people in the problems of such financing. 
If they must ultimately pay the bills, they have a fair question to 
ask—whether these payments shall go to the enrichment of private 
interests. If the war-material business, as it now exists, is to 
become an integral part of our economic order, it is altogether 
certain that it will seek to become purveyor to the federal govern- 
ment. That private concerns have not hesitated to make money 
off government contracts goes without saying. One has only to 
recall the difference in prices charged, for example, for steel armor 
to the United States and foreign governments. It is certainly a 
question that must be faced in a statesmanlike spirit, whether, 
assuming that we are to have a preparedness campaign, it is good 
policy for the taxing power of the government to be even indirectly 
put at the disposal of a business that will, despite all precautions, 
tend toward monopoly and an attempt to maintain prices abnor- 
mally high because of present abnormal conditions. To put the 
matter in a nutshell: Should the American people be asked to tax 
themselves to give profits to private concerns for materials which 
are wholly for national use and might be produced in government 
plants ? 

I realize that such a question raises the whole matter of the 
comparative efficiency of governmental and private manufacture, 
but such consideration does not lead to quietness of mind. If it 
be urged by those in favor of the private manufacturer that our 
government is incapable of doing the work satisfactorily, the 
allegation burrows deep into the structure of our nation. For 
my own part, I resent the imputation and cannot avoid the suspicion 
that much criticism of governmental efficiency in manufacturing 
and engineering operations (as distinct from “pork” appropria- 
tions) is stimulated by those who would profit thereby. It is good 
policy to depreciate the efficiency of democratic government in 
order to insure the letting of contracts for war materials to private 
concerns. 

In this connection two things are at least worth noticing: 
First, that the governments of England and France have practically 
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taken over the manufacture of munitions, not only to the extent of 
taking the general control of the business, but to the building of 
plants. Great Britain, for example, has built twenty-seven 
governmental plants. In the second place, it is to be noticed that, 
according to newspaper reports, these plants are now becoming 
able to supply the needs of the Allies, so that the continuance of 
war orders in this country, at least in their present magnitude, is 
unlikely. Evidently this intensifies the financial problem of the 
business and emphasizes the need of maintaining a market. 

Another question of a similar sort is whether the profits from 
the manufacture of war materials, if left in private hands, should 
be subject to exceptional taxes. Germany, for example, is said to 
be taking 50 per cent of these profits at the present time in taxes. 
It would be very difficult to levy such a tax in the United States, 
whatever might be the public opinion as regards the advisability 
of private persons growing rich because of government contracts. 
Possibly prices might be regulated by the establishment of some 
maximum or by the threat of governmental competition. In any 
case, however, the question of the legitimacy of perpetuating present 
prices for such materials would be one which would require atten- 
tion. 

Still another question concerns the adjustment of normal rela- 
tions at the close of the war. How far can the present war-material 
industry with its tremendous capitalization and high wages adjust 
itself to the inevitable change of level in world-capitalization ? 
Who would dare say whether, after the war in Europe, boom or 
hard times will follow the process by which capital and wages seek 
the new levels compelled by the terrific losses of Europe? Should 
a campaign for preparedness prevent the war-material business 
from sharing in this readjustment? Why should it either directly 
or indirectly be protected from the normal operation of economic 
forces ? 

IV 

A fourth group of questions concerns the effect of our present 
policy upon the future of our international commerce. 

The dramatic horror of the present war has served to obscure 
in the minds of the American people one fact of supreme importance 
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to the future of civilization. This is the tremendous development 
of governmental activity and the discipline of all the great nations 
of Europe in co-operative national efficiency. This development 
is not to be attributed to any particular body of social theorists, 
whether socialists or paternalists. The situation itself is creative, 
and out from it flow causes as well as effects. Just what these 
new causes will be, and just what the temperament of the new 
order in Europe after the war will be, no one can say accurately. 
But this much is apparent—each of the great nations now at war 
will emerge more than ever ready to carry governmental organiza- 
tion into economic affairs. Prior to the war we saw what this 
means in the case of American competition with Germany and 
Japan, not to mention Great Britain; but the new attitude of 
mind enforced by the war will make European nations vastly 
more effective competitors of the United States than before. 
Governmental initiative will lead commercial campaigns with men 
trained to accept governmental leadership in military campaigns. 
The nations of Europe are now being disciplined to see governments 
control practically all forms of economic life, even the fixing of 
prices of foodstuffs. Private initiative in business, already so 
remarkably supplemented by governmental action, is, in the case 
of Germany and Great Britain, being still further accustomed to 
national direction. We may expect to see the governments of 
Europe going after their lost business with consular and other 
service far superior even to that already in operation. 

As over against this new discipline in efficiency, the private pro- 
duction of war materials in the United States tends toward the still 
further disintegration of our efficiency in international business. So 
far from letting the moment teach us the value of governmental 
co-operation in international trade, and of discipline in such co- 
operation, we find ourselves repeating most of the methods which 
have already lost us trade in South America, China, and Australia. 
While democracies like Great Britain and France are learning 
lessons in industrial efficiency by governmental operation of 
munitions plants, the United States is being given lessons in the 
way of abnormal profits gained by private concerns which look to 
Congress for the support of their market. That is to say, so far 
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from utilizing the moment and the call to preparedness as a school 
of disciplined, co-operative nationalism, we are in danger of letting 
the production of war materials fasten upon us habits and situa- 
tions that will be further weights in the race for international trade. 
Those who are teaching us suspicion of now friendly nations as a 
basis for preparedness for defense are singularly silent as to pre- 
paredness on the part of our government for the promotion of our 
commercial efficiency. Military discipline that makes economic 
discipline more practicable we can understand; but military pre- 
paredness that means government patronage of overcapitalized 
munitions factories may mean discipline in the very methods that 
have hurt the expansion of international trade. The most impor- 
tant task in the moment of transition which is to follow the close 
of the war will be the correlation of private and governmental 
activities. The fact that we are to be a creditor nation will be 
likely to distract attention from international commerce to inter- 
national finances, but even greater is the danger that the present 
situation in the United States is preparing us for defeat when we go 
into the arena of the world-trade. We are perpetuating conditions 
that will leave us a mob of individual traders, confronted by the 
highly organized and disciplined forces of European commerce, 
made even more efficient by their experience of governmental 
direction and control of economic life during war time. 

Nor can one help pushing this thought one step farther. Can 
it be possible, as some have claimed, that the Allies are permitting 
us to overdevelop in the manufacture of war material, thus ena- 
bling their own factories to maintain their export trade? The 
fact that our export trade has developed so enormously must of 
course be attributed to abnormal conditions, and it would be a 
serious mistake to hold that such trade will continue under new 
conditions, especially if the foreign nations have maintained a 
tolerable balance in their industrial life. 

On this point we still seek information, but it may at least be 
suggested that it would be well for us not to mistake our present 
export trade, and particularly our trade in war materials, for the 
promise of easy conquest in the world-markets. 
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In raising these questions I have been particulat:y concerned in 
directing attention to matters which lie beneath a phenomenon 
unprecedented in our economic life. The answers to these ques- 
tions will constitute a policy of constructive statesmanship. One 
could wish that there were more evidence that they are at present 
being seriously considered. At all events, it would seem to me the 
part of good citizenship to face them without preconceptions, and 
if possible without passion. Any great movement such as pre- 
paredness for defense has political, economic, and social aspects 
of quite as much importance as the military. Yet as far as I have 
seen there has been no serious study of the entire situation, but 
rather a perfervid appeal to national fears stimulated by an attempt 
to develop international suspicion. 

I trust that the questions which I have raised will serve to show 
the need of something more than rhetorical appeal on one side or 
the other. Economic questions may be precipitated by national 
excitement, but they will have to be settled by the scientific study of 
facts. Unless I mistake, before we can have a constructive policy 
for the national epoch already apparently opened, we need to dis- 
cover first of all whether preparedness shall become a genuinely 


governmental function rather than a means to maintain a business 
which has grown up under abnormal conditions of war. If this 
question is once answered in the affirmative, the program of pre- 
paredness will be freed from all suspicion of entangling alliances 
with financial interests, and ready for consideration on its own 
merits. 


SHAILER MATHEWS 
UNIVERSITY OF CHICAGO 





DISLOCATIONS IN THE FOREIGN TRADE OF THE 
UNITED STATES RESULTING FROM THE 
EUROPEAN WAR ; 


The outbreak of the European war in the summer of 1914 
found the United States in the midst of an industrial depression’ 
which, as regards foreign trade, had manifested itself in a greatly 
reduced excess of merchandise exports over merchandise imports. 
Thus, for the six months beginning with January and ending with 
June, 1914, the excess of exports of domestic merchandise was but 
47 million dollars, as compared with 267 millions for the correspond- 
ing period in 1913, and 196 millions for the corresponding period 
in 1912. During the fifteen months that have elapsed since the 
beginning of the war,’ a marked reversal has taken place in the 
conditions of our foreign trade, with the result that our exports of 
domestic merchandise for that period have exceeded our imports 
of merchandise by approximately 1,600 million dollars. 

In view of this remarkable change in the volume of our foreign 
trade, it is deemed appropriate at this time to set forth the facts 
involved in this change, and to ascertain, if possible, what effect 
the war has had upon that trade. Analysis should reveal certain 
fundamental aspects of the problem. First, is this huge excess of 
exports due to an increase in the exports or to a decrease in the 
imports, and when did the increase or decrease begin to manifest 
itself? Again, what changes have occurred in the volume of our 
trade with the belligerent nations or with nations contiguous to 
them? What commodities appear to have been most affected by 
the war? What commodities have moved in increased or decreased 
proportions to and from what countries? And, since the imports 
and exports of merchandise which have been cited do not include 
the imports and exports of gold, what has been the movement of 
gold between the United States and other countries? Finally, it 
is well known that American foreign trade has depended largely 

* See Commercial and Financial Chronicle, June 13, 1914, XCVIII, 1796. 

* This article was written in November, 1915. 
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upon the shipping furnished by other nations. Germany’s shipping 
has been driven from the seas, and that of other belligerent nations 
has been commandeered for military purposes. What countries, 
then, are carrying the foreign commerce of the United States? 
And what effect has the war had upon the American merchant 
marine? These, then, appear to be the chief aspects of our prob- 
lem, and should furnish the basis for the discussion. To restate, 
the discussion should proceed along these lines: (A) changes in the 
volume of exports and imports of merchandise; (B) changes in the 
volume of trade with specified countries; (C) changes in the vol- 
ume of trade in specified commodities; (D) changes in the volume 
of trade in specified commodities and with specified countries; 
(E) changes in the movement of gold; (F) changes in the shipping 
facilities. 

Finally, what follows in these pages is a statement of fact and 
not an argument. As such it is forced to deal extensively with 
statistical material. The source of this material, as stated in the 
tables, is the monthly reports containing summaries of the foreign 
commerce of the United States published by the federal Bureau of 
Statistics. No attempt has been made to ascertain what margin 
of error exists in these reports. Allowance must accordingly be 
made for that margin which under present conditions may be 
increased somewhat by any tendency to make false declarations as 
to cargoes or destinations. Nor does this article attempt to argue 
whether these changes in our foreign commerce are or are not 
advantageous to the United States. It simply aims to set forth 
the fact of the changes, so far as existing data will permit. 


A. CHANGES IN THE VOLUME OF EXPORTS AND IMPORTS OF 
MERCHANDISE 


To ascertain the effect of the war upon the imports and exports 
of the United States, comparison is made between the period which 
has elapsed since June 30, 1914, and the four fiscal years immedi- 
ately preceding. This carries us back to June, 1910, and thus 
shows the course of our foreign trade during the last five years. 
The four fiscal years preceding July, 1914, should indicate the nor- 
mal course of our foreign commerce in recent years, and therefore 
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little material advantage would be gained by going back of 1910. 
It will be in order, first, to sketch the movement of imports and 
exports during the four years preceding July, 1914, and then to 
indicate the changes that have taken place during the period 
covered by the war. 

By referring to statistical Table I and Chart I it becomes clear 
that the export trade culminates and declines each year in a regular 
and definite manner. Thus, starting from the lowest point, which 
is reached in July, it increases rapidly during the autumn months, 
culminates in November or December, and then declines during 


TABLE I* 


MERCHANDISE Exports AND IMPORTS OF THE UNITED STATES, BY MONTHS, 
JULY, 1910—OCcTOBER, 1915 
(The figures denote millions of dollars.) 








IQIO-1r IQII-12 1912-13 1913-14 1914-15 1915-16 





' 

EXPORTS OF DOMESTIC MERCHANDISE 
111.4 124.7 146.1 158.1 150.9 264.6 
141.7 165.1 185.1 108.1 
193.6 196.9 215.8 153.2 
207.6 251.6 269.0 190.3 
199.3 275.0 243.3 200.0 
222.6 247.3 230. 240.6 
200.0 224.2 201. 263.6 
196.8 191.1 171. 
202.4 183.3 183. 
176.1 196.2 158 
171.2 191.0 157 
133.6 160.1 154 
IMPORTS OF MERCHANDISE 

118. 148.6 139. 
125. 154.9 137. 
125. 144.8 171. 
132 177.9 132. 
126. 153.0 148. 
140. 154.0 184. 
143. 163.0 154. 
134. 149.9 148 
157. 155-4 182 
162. 146.1 173 
155. 133.4 142.2 
131. 131.2 157.5 157.6 
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*In this and the following tables, the figures, unless otherwise taken from the 
Monthly Summaries of the | | and Finance of the United States, special oe by the Bureau of 
Statistics, at Washington, D.C. 





Ln byoageengpne pte eb penn are taken from the C. ial and Fi: ial Chronicle 
vi 


for November 27, 1915, and are based upon an ‘ance statement by the government. The official state- 
ment of the Bureau has not, at the present writing, been published. The figure for exports includes both 
domestic and foreign exports from the United States. The latter rarely exceed five millions per month. 
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the remainder of the fiscal year. A brief arrest of this decline, or 
sometimes another increase, appears in March or April. July 
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appears as the month of least exportation in every fiscal year except 
1913-14, in which year June held that position. The reason for 
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this exception is probably to be found in the industrial depression 
in Europe during the spring months of 1914." 

In the import trade, however, no such regular development is 
evident. In the fiscal year 1910-11, both August and March were 
months of maximum importation, while December was nearly as 
great. In the three succeeding fiscal years, April, October, and 
December were the months of largest imports. The same dis- 
parity exists as regards the month of least importation, that month 
being September in 1910, July in 1911, June in 1912, and October 
in 1913. It is also evident that the import trade exhibits great 
contrasts in regularity from year to year. Thus in the fiscal? year 
1911-12 the rise is almost continuous until April, while in 1913-14 
the movement is interrupted by sharp breaks which occur at 
intervals of two or four months. 

Turning to the months which followed the declaration of war, 
the effect upon the export trade is perceived at once. Exports fell 
to 108 millions’ in August of 1914, much lower than any preceding 
August in the period covered. It is true that this decline was 
followed by an immediate increase in September, 1914; but it 
could hardly be said that exports regained their normal level before 
December, 1914. Certainly exports in November were less than 
those in any of the four preceding Novembers except November, 
1911. After December, 1914, however, exports increased rapidly, 
reaching a total of 294 millions in February of 1915, the largest 
amount ever exported in a single month up to that time. The 
months following February witnessed the usual decline; but 
exports still continued at a high level, those in June, 1915, being 
too millions above any other June within the period since 1910. 
The figures available for the autumn months of 1915 indicate that 
exports during 1915-16 will greatly exceed those of 1914-15. Thus 
September, with 295.6 millions, and October, with over 300 mil- 
lions, have already passed the high mark reached by February, 1915. 

The movement of imports, on the other hand, has been much 
less spectacular. Briefly the facts are these: a decline in August 
of 1914, followed by a recovery in September and October of that 

* See Commercial and Financial Chronicle, May 16, 1914, XCVIII, 1491. 

* Unless otherwise stated the fiscal year will be used. 

3 Here as elsewhere in this article understand “‘dollars”’ after unillions. 
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year; another decline in November and December to the lowest 
point in the entire five years; and, beginning with January, 1915, a 
gradual recovery to the normal level, which was reached in March, 
1915. The recovery during September and October, 1914, was 
probably due to the fact that American merchants had ordered 
goods two or three months in advance, and these goods continued 
to arrive after the beginning of the war. 

The effect of these changes upon the total volume of exports 
and imports is shown by the following comparison with preceding 
years: 








Fiscal Year Endi ‘une 30 
(Millions of ) 





1912 | 1913 | 1914 | Tors 





2,013.5 | 2,170.3 | 2,428.5 | 2,329.6] 2,716.0 
1,527.2 | 1,653.2 | 1,813.0 | 1,893.9 | 1,674.1 











Imports in 1914-15 are thus much lower than in 1912-13 and 1913- 
14 and but slightly above those in 1911-12. On the other hand, 
exports during the last fiscal year are much higher than during any 
preceding year in the series. The net result is an excess of exports 
of domestic merchandise over imports of merchandise of 1,042 
millions. 


B. CHANGES IN THE VOLUME OF TRADE WITH SPECIFIED 
COUNTRIES 


From consideration of the total volume of exports and imports 
we turn now to the volume of trade with particular countries, and 
especially to those affected by the war. It will facilitate discussion 
to treat exports and imports separately; and, as regards exports, 
it will further facilitate discussion to treat the belligerent countries 
—Great Britain, France, Germany, Belgium, Austria-Hungary, 
Italy, and Russia—as one group, and the neutral contiguous coun- 
tries as another group. The latter will include the Netherlands, 
Sweden, Greece, Norway, and Denmark. 

Statistical Table II compares the volume of exports to the 
several countries named during the last fiscal year with the pre- 
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ceding years. Table III and Charts II and III show the monthly 
movement of exports to those countries. From the former it is 
seen that exports to Germany and Austria-Hungary have dwindled 
to a tenth of their former proportions, and those to Belgium, in 
spite of a brief recovery in February, 1915, are only a third of their 
former volume. On the other hand, exports to Italy and France 
have more than doubled, and those to Great Britain have increased 
by more than one-half. Large increases are also shown in the case 
of the neutral countries. 
TABLE II* 


Exports OF MERCHANDISE TO, AND IMPORTS OF MERCHANDISE FROM, CERTAIN 
Spectrrep COUNTRIES, BY FiscaAL YEARS, JULY 1, I910—JUNE 30, 1915 
(The figures denote millions of dollars) 








For the Fiscal Year Ending June 30 





1912 1913 1914 





n 
nN 


ROD ONWYROOWIBY 


23. 
66. 
18. 

146. 

331. 

.. 
76. 
125. 

8. 

25. 
a3. 
r3. 

597.- 

“2 


y 
Russia (in Europe) 
Spain 
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Russia (in Asia) 


19.1 : 9-7 
41.9 ‘ 10.2 
136.8 ; 97.3 
188.9 , 91.3 
26.9 ' 2.5 
295.5 . 256.3 
126.0 ‘ 185.7 
26.8 ‘ 93.7 


* Only those countries are given whose trade with the United States has shown the greatest changes 
and is likely to be directly affected by the war. 
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It becomes desirable, however, to indicate at what time these 
changes began in the volume of trade with these countries; and 
for this purpose it is necessary to refer to the monthly movement 
of exports (Table III). From Chart II it is evident that the curve 
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TABLE III 
Exports OF MERCHANDISE FROM THE UNITED STATES TO SPECIFIED COUNTRIES, 
BY Monts, JULY, 1910—SEPTEMBER, I9I5 
(The figures denote millions of dollars) 











Igto-1r Igri-12 1912-13 IQI3-14 1914-15 1915-16 
GREAT BRITAIN 

DL laaneyekaes 24.7 25.2 27.3 31.4 34.4 84.3 

eer 30.1 30.7 32.4 38.3 32.9 93-5 

September........ 48.8 57-3 52.8 58.4 41.8 95-7 
PR caccaeeees 70.3 60.6 69.2 70.9 SS Pree 
November. ....... 74.4 55-3 82.8 66.7 ee eae 
December. ........ 82.7 64.4 71.3 64.0 MG Biiscankes 
POD. 0 oc ceces 61.9 57.2 57-1 60.1 he” Dasceniee 
DR. ccedeces 43.2 54.2 46.0 49.5 Ce E. cececcas 
arch............ 39.4 54.2 38.6 43.8 RE SRR 
ea 32.1 40.7 45.8 36.5 SE cswendes 
DR DA ascamae kas 35-7 39.8 41.5 37-7 8 al eer 
| rer ree 32.4 24.2 31.2 36.4 ee Biesscnesa 

FRANCE 

0 errs 4.8 5.0 5.5 5.6 5-9 43.0 

rer 8.3 7.7 9.4 10.7 7.4 28.8 

September........ 13.0 13.0 12.7 17.5 19.0 35.8 
anaes 18.1 13.8 20.5 26.1 SD ee 
November. ....... 13.3 14.8 23.3 19.1 Sh a Sarr 
December. ........ 19.0 15.3 18.1 18.3 A eS ere 
0 ee 17-5 13.8 14.5 “3.5 ee aaa 
February......... 12.4 13.3 7.6 11.7 Se Se 
A 8.8 10.6 8.8 13.5 WU Boncdemees 
ce scus keene 7.4 10.6 10.2 8.8 ST 2 eee 
DE adseueeenans 6.7 10.6 8.6 9.6 BD Eadsnccass 
bs caserachee 5.3 6.2 6.4 6.8 MS Lixcnccsee 

GERMANY 

Sy eer 12.0 14.0 14.4 18.0 14.9 0.09 

A TE ore 15.4 17.7 16.4 21.3 0.06 0.03 
September........ 25.4 26.3 26.4 NN at See 0.09 
| ee 34.8 33-3 41.2 48.4 OME Bic csi cess 
November. ....... 33.6 32.2 44.3 48.0 Sera 
December. ......-. 31.3 36.3 40.7 33.2 PO Micicanene 
EE. ctcccesses 25.9 34.2 30.9 34.3 <2 een 
Ee 31.3 31.4 26.9 24.0 ee arene 
Ee 21.1 30.2 26.5 28.2 a oer 
i a ba Ganknaces 20.8 19.6 23.3 EG Awa eee 
rer 20.2 18.3 22.8 2 Seer Sa 
Rk oe Keaseceden 15.2 13.0 17.3 fl Re See nae 

ITALY 

CE ee 2.3 2.7 4.1 4.5 4.2 13.8 

ere 3.1 3.0 4.2 5.2 1.1 15.5 

September........ 5.4 6.4 5.0 6.1 4-3 33-5 
I cae ss sieee 6.1 5.9 8.0 7.4 SS i Ae 
November........ 4.1 4.7 8.8 7.7 Fe orreres 
December. ........ 7-4 6.5 7.8 9.1 a See 
are 6.0 6.7 8.6 7-3 Mee Pigwsxnsen 
February......... 7.3 6.1 6.6 5.0 ee eee 
0 Ee s.% 8.0 6.6 6.0 CE ly See 
CS ed-acukswode 4-3 6.0 5.8 5.2 EE) eres 
Pa iesnn dawned 4.9 4-5 6.0 4-4 Sees ae 
Serer 4.1 4-4 4.4 5-7 WEE Prvcesocee 
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TABLE IlI—Continued 












































IQIo-Ir IQII-12 I9r2-13 1913-14 1914-15 to15-16 
THE FIVE NEUTRAL COUNTRIES OF DENMARK, GREECE, NORWAY, SPAIN, AND SWEDEN 
, Ea ee 3.4 3-5 4.5 4.9 3:3 13.9 
66 ékwase 3-7 4.0 4.3 5.2 3-5 14.7 
September. ....... 4.4 4.8 5.9 5.9 14.3 18.9 
a 4-9 5.8 6.6 8.6 > eer eee 
November........ 5.1 5.6 4.3 6.5 Pee. Becercecns 
erry 8.3 5.2 6.9 6.6 96.6 bevecssccs 
/ | ES 4.3 5.8 6.4 6.1 Speer 
February......... 4.9 5.5 5.8 4.1 pre r 
ae 4.2 4.9 5.3 5.4 i Sara 
DKGchue casaneus 5.1 5.0 5.6 4.8 een 
| EE: 4.5 4.1 8.7 8.9 oe es 
I ste Sus gta’ 4.0 4.0 4.8 5.0 en oa 
Denmark Greece Norway Sweden [Russia in Asia 
1914 
PEs gah aunties s €sKbis 1.0 o.1 0.4 °.7 o.1 
Rc ccc cddestancces 0.7 0.4 1.0 0.3 0.03 
re 3-4 3.2 2.9 1.6 0.009 
a 7.9 0.6 4.1 5.8 0.04 
DL cdicdkéienendalea 13.0 1.0 3.2 7.4 2.1 
Es 6 5.46 ccc sceecs 8.0 2.5 3.0 7.9 2.4 
1915s 
ER arr er 6.5 3.7 4.1 9.8 3.2 
Ss i cdennpeeownd 10.6 2.2 7.8 13.6 2.3 
ed gic cate ae Kot ashe 11.5 4-7 4.9 18.3 1.8 
RE feree 7.4 3.9 3.4 5.9 6.0 
iidudecapedes aun 4.9 0.7 2.0 4.3 II.0 
SE rer eet 4.3 °.9 38 2.0 3-7 
CG Ghd aaah aeeemsaeus 3.8 1.5 2.6 3.2 1.3 
| Ere ere 3-4 2.9 1.6 4.2 2.0 
Dy ac o5 oc cndeaddind 5.4 1.5 4-7 4-7 0.8 




















of our export trade with Great Britain follows rather closely the 
curve of our general export trade; and that the same is true of 
Germany and France, though in less degree. That is, the exports 
culminate in the autumn months, and then decline through the 
balance of the fiscal year. This resemblance is due to the fact that 
cotton and foodstuffs, of which those countries are heavy buyers, 
move outward in the autumn months. Now, by comparing the 
monthly exports to Great Britain and France in 1914-15 with the 
exports of preceding years, it seems clear that until December, 1914, 
no marked change took place in the volume of trade with either 
country; but since December, 1914, the volume of exports to those 
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countries has continued at an abnormally high level, culminating 
in February, 1915, for Great Britain, and in April for France. 

The export trade with Germany and Austria-Hungary became 
insignificant almost as soon as war was declared, and has continued 
so ever since; though in the case of Germany a slight improvement 
took place in January and February, 1915. Belgium likewise 
responded instantly to the war; but since January, 1915, the export 
trade with that country has somewhat improved. 

In the case of Italy, the first effect of the war was a decline in 
our export trade; but this decline lasted only two months, and the 
increase began at least two months earlier than in the case of Great 
Britain and France, namely, in October of 1914. The increase 
continued until a maximum of 26.6 millions was reached in Febru- 
ary, 1915. The export trade with Italy then declined by easy 
stages, remaining above the normal level. The sudden increase to 
33 millions in September, 1915, may mark the beginning of a new 
rise. 

Russia, the last of the belligerent countries to be considered, 
presents a somewhat peculiar situation, in that access can be had 
to the Slavic power by way of Asia, as well as by Europe. Accord- 
ingly the exports to Russia in Asia must be placed beside those to 
Russia in Europe. Prior to the war Russia had been importing 
from the United States an amount which varied from one to four 
millions per month, and totaled approximately 25 millions per year. 
The imports from the United States by way of Vladivostok 
amounted only to a few thousands per month. Following the out- 
break of the war our exports to Russia by way of Europe at once 
declined sharply, recovered somewhat in October, 1914, but again 
fell to a low level, and continued in this condition until March, 1915. 
In November, 1914, however, exports to Russia by way of Asia 
rose suddenly to 2 millions for that month, and continued to aver- 
age nearly 2 millions a month until April of 1915. In that month 
they reached 6 millions; and in May they culminated with a total 
of 11 millions. In the meantime exports to Russia in Europe, 
which had again reached normal in March, 1915, expanded rapidly 
until the high figure of 18 millions was attained in July, 1915. With 
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the heavy exports to Russia in Europe, exports to Russia in Asia 
have rapidly declined." 

The export trade with the several neutral countries offers one 
contrast to that with the belligerent countries, namely, that the 
increase began earlier. The Netherlands is an exception to this 
statement, as the course of our export trade with that country 
follows the course of our trade with Great Britain and France. 
Thus in August, 1914, the exports to the Low Countries fell far 
below any previous August in the years since 1910; and this decline 
continued through September and October which followed. 
November, 1914, was nearly normal, and in December an increase 
was noticeable. This increase continued until March of 1915, with 
the high mark of 23.3 millions; but the exports have rapidly 
declined since that time. Denmark, prior to the war, had taken 
from us amounts which varied from 0.7 to 2.7 millions per month. 
Exports to that country rose in September, 1914, to 3.4 millions, 
reached the highest point in November, with 13 millions, and have 
since declined by easy stages. Greece was perhaps the first to 
show increased imports from the United States. Generally our 
exports to that country had been less than o.1 million per month, 
In August, 1914, they reached 0.4 million; and in March, 1915, 
they amounted to 4.7 millions. Exports to Norway, which were 
usually less than 1 million per month, rose to 2.9 millions in Sep- 
tember, 1914, and to a maximum of 7.8 millions in February, 1915. 
Sweden responded less quickly to the war situation, for it was not 
until October, 1914, that the increase in exports to that country 
took place. Rising from a monthly average of 1.9 millions to 5.8 
millions in October, 1914, they attained a maximum of 18.3 millions 
in March, 1915. It is evident, therefore, that in the case of the 
neutral countries (the Netherlands excepted) the increase in our 
export trade began from two to five months earlier than in the case 


* It is suggested that the heavy exports to Russia in Asia during the winter of 
1915 are explained by the fact that all other meats of access were then closed. 
Russia in Europe may be reached by the Baltic, the Dardanelles, or the White Sea 
at Archangel. The first two were controlled by the Central powers, while the third 
was then icebound. Therefore, the only remaining means of access was across 
Siberia to the Pacific. It may be that the present winter will witness another heavy 
export movement to Russia in Asia. 
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of great Britain and France; and that the course of trade with the 
Low Countries resembles that with the two Entente powers. 

The changes in the imports of the United States from the several 
countries are principally confined to six belligerents—Great Britain, 
Austria-Hungary, France, Germany, Belgium, and Russia—and 
two neutrals—Cuba and Argentina. Imports from the belligerents 
have declined; from the neutrals they have increased. Using the 
imports in 1913-14 as a basis for comparison, and speaking now of 
the last fiscal year, imports from Great Britain show the lowest 
percentage of decline, with a decrease of about 12 per cent; imports 
from Austria-Hungary, France, and Germany declined more than 
50 per cent; those from Belgium about 75 per cent, and those from 
Russia about 80 per cent. The increases in imports from Cuba and 
Argentina, as will be shown later, are due largely to increased 
demand for cane sugar, wool, and cattle hides. It will be noted 
that the decrease in the imports from the six belligerent countries 
amounts to 258 millions, and the increase in the imports from the 
two neutral countries amounts to 82 millions, leaving a net decrease, 
as regards the eight countries considered, of 176 millions. This 
should be compared with the total decrease, all countries con- 
sidered, of about 220 millions. 

Referring to the table of monthly importations from these 
countries (Table IV), it is apparent that in the case of Austria- 
Hungary and Germany the August decline was followed by a recov- 
ery in November and December of 1914 and January of 1915 which 
approximated normal conditions. Since that time, however, 
imports have fallen to insignificant amounts. With Russia and 
Belgium, the decline beginning with the war has been practically 
continuous. France and Great Britain show a somewhat different 
course. Our imports from both declined after the declaration of 
war; but France has continued to export to us amounts which 
ranged slightly above one-half of the usual amount; and our import 
trade with Great Britain has gradually improved, until in June and 
July, 1915, it was nearly at the usual level. The period of heavy 
importation in the case of Cuba seems to run into two fiscal years. 
Increases are usually seen in March; and from March to August 
or September is the period of large imports. Likewise, August or 
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TABLE IV 
Untrep States Imports OF MERCHANDISE FROM SPECIFIED COUNTRIES, BY MONTHS, 
JULY, 1910—SEPTEMBER, 1915 
(The figures denote millions of dollars) 
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September to March is the period of light importation. The war 
began, therefore, during the period when normally the imports 
from Cuba are heavy, and when the period of heavy importation 
was nearly over. It is noticeable that imports in August and 
September of 1914 were larger than usual; but the same is true of 
June and July of that year. The last period of large imports, which 
began in February, 1915, and lasted until September, 1915, reveals 
large increases over the preceding years. Two movements of 
imports appear in the case of Argentina during the war period. 
One is a relatively large import movement from July to November, 
1914, which would seem to be a continuation of an increased impor- 
tation from that country that began as early as December, 1913. 
The other movement began with a sudden rise in January of 1915, 
and reached its highest point in March of that year. 


C. CHANGES IN THE VOLUME OF TRADE IN SPECIFIED 
COMMODITIES 


The next step in the analysis of the changes effected by the war 
in our foreign commerce is to ascertain what particular commodities 
have been affected; and these changes are shown in Tables V, VI, 
and VII. Table V shows the exports of various commodities from 
the United States by years, while Table VII shows the monthly 
movement outward of certain of these commodities. Table VI 
shows the yearly importation of specified commodities, or groups of 
commodities. It will be advantageous again to separate the exports 
and the imports in the discussion. 

It will be perceived from Table V that the changes in the export 
trade are largely confined to some eighteen commodities, or groups 
of commodities. Using 1913-14 for comparison, five of these 
groups show decreases in 1914-15 aggregating 381.3 millions. 
These are agricultural implements, manufactures of copper, raw 
cotton, manufactures of iron and steel, and wood with its various 
manufactures. The remaining thirteen groups show increases over 
1913-14 aggregating 809.5 millions. Of greater significance is the 
proportion of the total increase distributed among the different 
commodities. Thus, taking foodstuffs, by which term is compre- 
hended breadstuffs, meat and dairy products, and sugar, it is seen 
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TABLE V 
Exports OF SPECIFIED COMMODITIES FROM THE UNITED STATES,* BY FIscAL YEARS, 
JULY 1, 1910—JUNE 30, 1915 
(The figures denote millions of dollars) 
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TABLE VI—Continued 
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that these three groups alone account for an increase over 1913-14 
of 506 millions. Another general group is clothing, which term 
would include manufactures of cotton and wool, and so much of 
leather manufactures as may be accredited to footwear. This 
group would account for another 75 millions of increase. The 
remaining increment of 228 millions is distributed among explosives, 
horses and mules, harness and saddles, chemicals, automobiles, and 
manufactures of metals. And, on the other hand, considering the 
five groups which reveal declines, raw cotton alone accounts for 234 
millions of the 381-million decrease. 

It remains now to review the development of the export trade 
in the various commodities, to determine when the increase or 
decrease began, and also to indicate some of the changes that have 
occurred within such groups of commodities as iron and steel, or 
meat and dairy products. Beginning with the commodities which 
show a decrease in 1914-15 as compared with the preceding year, 
it is clear that exports of wood and its manufactures responded 
instantly to the war situation by declining more than 50 per cent 
in August, 1914, and have continued in that condition; that agricul- 
tural implements, though improving somewhat in March, April, and 
May of 1915, have also continued below the normal; that manu- 
factures of copper, after a rapid decrease in August, 1914, slowly 
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TABLE VII 
Exports oF SPECIFIED COMMODITIES FROM THE UNITED STATES, BY MONTHS, 
JULY, 1910—SEPTEMBER, I915 
(The figures denote millions of dollars) 
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TABLE VII—Continued 
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TABLE ViIl—Continued 
AGRICULTURAL IMPLEMENTS 
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* The monthly exports of the foregoing commodities were generally less than one million dollars 
prior to the fiscal year 1914-15. 


improved until in April, 1915, they equaled the April exports in the 
preceding year; that exports of raw cotton were only a small frac- 
tion of their former proportions until January, 1915, but from 


February to June, 1915, were slightly above the usual level for 
those months. The changes in iron and steel and their manufac- 
tures must be considered separately in a later part of this section. 

Of the commodity groups showing an increase as compared with 
1913-14, the most important are breadstuffs, leather and its manu- 
factures, meat and dairy products, and horses. The first three are 
composite groups. Within the group of breadstuffs the largest 
increases are found in wheat, oats and preparations of oats, and 
wheat flour (see Table V), although substantial increases are noted 
in corn, barley, and rye. The largest increases in leather goods 
took place in sole leather and harness and saddles, with smaller 
increases in upper leather and boots and shoes. In the group of 
meat and dairy products, canned and fresh beef and bacon account 
for most of the increase. Referring to the monthly movement of 
these commodities (see Table VII), it is seen that the exports of 
leather goods began to augment in October, 1914, reached the high- 
est point in February, 1915, and have since continued at a high 
level; that meat and dairy products exhibit the first permanent 
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gain in January, 1915, although the figure for the previous Novem- 
ber was somewhat larger than those for preceding Novembers in 
the series of years here considered, and claim March as the month 
of maximum exportation; that horses began to be exported in 
increased numbers in October, 1914, the largest exportations occur- 
ring in July, 1915. Breadstuffs present a somewhat curious situa- 
tion, as there appear to be two rather distinct movements, the first 
beginning with July, 1914, and the second with December, 1914. 
The first movement, which began before the declaration of war, 
rose suddenly to 30 millions in July, 1914, reached the high figure 
of 46 millions in the following September, and then fell back some- 
what in October and November of that year. But in December 
the second movement began with a sudden rise to 57 millions, and 
this rise continued and culminated in April, 1915, with an exporta- 
tion of 67 millions. Whatever may have been the cause of the first 
movement of breadstuffs, it seems certain that the demand of the 
warring nations for food supplies was responsible for the heavy 
exports during the winter and spring of 1915. This conclusion is 
strengthened by the fact that general exports did not become abnor- 
mally high until January, 1915, and that exports of meat and dairy 
products likewise did not attain an unusual volume until the begin- 
ning of the year. 

The chief increase in exports of automobiles is due to motors 
constructed for commercial purposes. In the case of cotton goods, 
the 20-million increase is accounted for by an increase of 10.5 
millions in knit goods, and 8.8 millions in other wearing apparel. 
In other words, the increase has occurred in cotton goods ready for 
immediate consumption, rather than cotton goods for further manu- 
facture. Exports of automobiles began to improve as early as 
October, 1914, and the high point was reached in June, 1915. Cot- 
ton goods made a decided advance in November, 1914, and attained 
the maximum in February, 1915, but have continued much above 
their former level. Chemicals began to gain in November, 1914, 
and claim September, 1915, as the high month. Sugar and zinc 
manufactures, though usually small in amount, were among the 
first to respond to war demands. Both revealed substantial gains 
as early as August, 1914; woolen goods followed in October, and 
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manufactures of brass in December of that year. These last- 
named commodities—sugar, woolen goods, and manufactures of 
brass and zinc—have never been exported in large quantities. It 
is significant that their monthly exportations are now measured in 
millions instead of thousands. Explosives deserve more distinctive 
reference. Prior to July, 1914, explosives were exported at the rate 
of o.5 million per month. In October, 1914, they rose to 1.5 
millions; and though this amount was increased somewhat during 
the following months, there was little noteworthy change until 
April, 1915. Then the movement was greatly accelerated, with the 
result that July and September of that year appear as record 
months, with 16.4 and 18.3 millions respectively. 

In the foregoing description iron and steel manufactures were 
expressly reserved for a separate discussion. The group is a very 
comprehensive one, and the state of the iron and steel business is 
one of the most frequently used indices of industrial conditions. 
The foreign demand is, of course, only a small part of the total 
demand. Now the exports of iron and steel and their manufactures 
were less during 1914-15 than for any previous year in the compari- 
son except 1910-11, and were fully 25 per cent below the record 
year 1912-13. Further, it is evident from a perusal of the monthly 
exports of iron and steel that the depressed condition in the foreign 
demand antedated the war. Thus as early as January, 1914, the 
exports fell to a level lower than that of the preceding years; and 
throughout the first six months of the calendar year 1914 (the last 
six months of the fiscal year 1913-14) exports were less than in the 
corresponding period in any of the preceding years. This depres- 
sion was further enhanced by the war, so that exports during August 
and September, 1914, were nearly 50 per cent below the exports for 
the corresponding months in the previous years. It may be said 
that the improvement began in January, 1915, when exports began 
to equal those of 1913-14; but it must also be remembered that the 
last half of 1913-14 revealed a depression. Still it was an improve- 
ment, and the improvement has continued steadily, until at the 
present time exports of iron and steel are fully 50 per cent above 
what may be regarded as the normal.. Thus, while the improve- 
ment in the foreign demand for iron and steel manifested itself as 
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early as January, 1915, an extraordinary monthly movement, tak- 
ing the whole series of years into consideration, was not attained 
until June, 1915. And it is also worthy of mention that (taking 
certain specific commodities out of the entire group) cash-registers 
and typewriters, engines and mining machinery, sewing-machines, 
structural steel, steel rails, and tools all exhibit a loss; while, on 
the other hand, metal-working machinery, firearms, and manufac- 
tures of wire (particularly barbed wire) all reveal substantial 
increases over previous years. 

We turn now to the changes in the volume of imports. It will 
be seen that the increases and decreases are distributed over a 
larger number of commodities. Table VI shows the changes in 
some 30 commodities, or groups of commodities; and these include 
nearly all in which the change during the course of the year was 
one million dollars or more. As the amounts involved are smaller 
than in the case of exports, no attempt has been made to show the 
monthly movement of these various commodities. The number of 
articles affected is so large, and the amounts relatively so small, 
that it is neither practicable nor important to refer to each in detail. 
Certain general conclusions are possible, however. If 1913-14 be 
used as a basis for comparison, it will be seen that four commodity 
groups show an increase in the last fiscal year. These four groups 
are india rubber, sugar, unmanufactured wool, and meat and dairy 
products. India rubber importations, though greater than those 
in 1913-14 and 1910-11, were smaller than those in the other fiscal 
years cited. Importations of the other three commodities were 
greater than for the preceding years. It should also be noted that 
while the general group termed “hides and skins” revealed a 
decrease as regards the entire group, within the group itself cattle 
skins increased somewhat. These four groups, together with cattle 
skins, give an increase over 1913-14 of 112.5 millions, of which 
sugar alone was responsible for 72.3 and unmanufactured wool for 
15.1 millions. Unmanufactured wool is usually classified into 
combing, carpet, and clothing wool. The gain took place wholly 
in wool for clothing, the other classes exhibiting a loss. 

The remaining 26 commodities and groups of commodities may 
be roughly classed in two groups, the first group comprising twelve 
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of them, largely articles of personal adornment, or articles which 
are not strictly necessities; the remaining fourteen consisting 
largely of articles which either are necessary to industrial pro- 
cesses, or are necessary for human consumption. The following 
table will indicate the classification: 


Articles Which May Be Considered Articles Which May Be Considered 
Largely as Nou-Necessities as Necessities 


Art works Breadstuffs 

Manufactures of cotton Chemicals 

Chinaware Manufactures of copper 

Feathers Fertilizers 

Furs Fibers unmanufactured 

Glassware Fibers manufactured 

Leather and manufactures Fruits and nuts 

Precious stones Hides and skins 

Silk unmanufactured Iron and steel 

Silk manufactured Mineral oils 

Spirits Vegetable oils 

Tobacco Vegetables 
Manufactures of wool 
Tin 


It is not asserted, of course, that the classification is not defective 
at certain points. Thus manufactures of cotton might be con- 
sidered as necessaries; but the fact is that the changes have occurred 
largely in laces and the finer grades of knit goods. Chinaware 
consists largely of the decorated variety; leather manufactures 
include the finer grades, such as leather gloves. And on the other 
side, it might be questioned whether manufactured fibers are 
necessaries, since they include high-grade linens. The greater 
changes have taken place in the plain burlaps. A similar difficulty 
arises in case of hides and skins. The classification is only a rough, 
general one. Now the first group is responsible for a decrease of 
129 millions as compared with 1913-14, art works, cotton manu- 
factures, precious stones, and silk being responsible for 87.5 
millions of this total. The second group reveals an aggregate 
loss of 159.9 millions, breadstuffs, chemicals, manufactures of 
copper, fertilizers, fibers, and hides and skins accounting for 
111 millions of this total. 
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D. CHANGES IN THE VOLUME OF TRADE IN SPECIFIED COMMODITIES 
AND WITH SPECIFIED COUNTRIES 

The problem presented by this section is twofold: First, given 
an increase or decrease in the exportation or importation of any 
specified commodity, what particular countries were responsible 
for that increase or decrease? Secondly, given an increase or 
decrease in the total volume of imports from or exports to any 
specified country, what particular commodities participated in that 
increase or decrease? Exports must again be separated in the 
discussion from imports. But it should be noted at once that only 
very general answers can be given to these questions. The only 
source of information is the Monthly Summary of Foreign Commerce, 
published by the federal Bureau of Statistics; and these summaries 
give only the exports and imports of the principal commodities and 
the principal countries. The result is that many commodities 
which have not been exported in large volume in the past, but have 
assumed large proportions during the war, are not differentiated as 
to the countries for which they are destined; and that the compo- 
sition of the very important export trade with certain of the neutral 
countries, such as Sweden, Denmark, and Norway, is impossible to 
ascertain from the reports. One great obstacle is that ambiguous 
phrase ‘‘other Europe,” which, of course, does not mean the same 
countries in any two cases. Thus ‘other Europe,” which prior to 
July, 1914, had taken insignificant amounts of wheat, wheat flour, 
and raw cotton, has increased its importation of those commodities 
some 118 millions since the beginning of the war. “Other Europe” 
in this case includes not only the neutral countries mentioned above, 
but others as well; so that it is not possible to ascertain how much 
cotton or wheat went to Sweden or Denmark during the war period. 
The fact is that the categories were arranged for the ordinary course 
of foreign trade, and have not been revised to meet the changed 
conditions precipitated by the war. 

The first part of our problem, then, deals with the distribution 
of the various increases and decreases in the exports of the several 
commodities among the different countries, and the distribution 
of the increases or decreases in the volume of exports to the several 
countries among the different commodities. Tables IX and X 
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Exports oF SPECIFIED COMMODITIES FROM THE UNITED STATES TO SPECIFIED 
Counrrigs, By Fiscat Years, JULY 1, 1910—JUNE 30, I915 


(The figures denote millions of dollars) 
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TABLE VIII—Continued 
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§ Not including Russia and Spain. Austria-Hungary separately stated after July 1, 1913. 
|| Not including the Netherlands, Germany, and Belgium. 
4 Not including Belgium and the Netherlands. 

** Not including Great Britain. 


show this distribution. These tables are constructed from Tables 
VIII and II. 

To summarize the facts set forth in these tables: France and 
Great Britain jointly account for 86.4 per cent of the increase in 
the export of horses, 83.4 per cent of the increase in the export of 
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automobiles, 88.9 per cent of the increase in the exports of the four 
meats enumerated, 46.7 per cent of the increase in the exportation 
of wheat. Italy alone is responsible for 26.2 per cent of the 
increase in wheat. The Netherlands and Germany account for the 
decrease in exports of copper manufactures, offset partially by 


TABLE IxX* 


INCREASES OR DECREASES OF THE TOTAL VALUE or UniTED STATES Exports oF 
SPECIFIED COMMODITIES, FOR THE Fiscat YEAR 1914-15, AS COMPARED WITH 
1913-14; TOGETHER WITH A PERCENTAGE DISTRIBUTION OF THE RESPECTIVE 
INCREASES OR DECREASES AMONG CERTAIN COUNTRIES OF DESTINATION 
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* Where, as in the case of wheat flour and boots and shoes, the sum of the percentages exceeds 100 
it should be remembered that there were declines to other countries than those mentioned. 
increased exports to Italy, Great Britain, and ‘‘other Europe.” 
Germany, France, Great Britain, and Belgium are responsible for 
the decline in exports of raw cotton, again partially offset by 
increased exports to Italy and “‘other Europe.” It must be remem- 
bered that “other Europe” does not mean the same grouping of 
countries in the different cases. 
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From the standpoint of the countries concerned, wheat, cotton, 
and manufactures of copper are responsible for 76.9 per cent of the 
increased exports to Italy, and for 68.8 per cent of the decrease in 
the exports to Germany; while wheat and cotton answer for 47 per 
cent of the decline in exports to Belgium. The three breadstuffs 
still explain 60.8 per cent of the increase in exports to the Nether- 
lands, after a deduction is made for decreased exports of copper. 
With France and Great Britain, the increase appears distributed 
over a larger number of commodities, offset in each case by a large 
decline in raw cotton. Horses, wheat, automobiles, and meat 
products will explain 60.6 per cent of the increase in exports to 
France, and 38.7 per cent of the increase in exports to Great Britain. 
Against these must be placed the decreases in raw cotton. 

In Table XI the same facts are shown for the import trade; but 
as the absolute amounts involved are much smaller than in the case 
of the export trade, the absolute increases and decreases have been 
used instead of the percentages of increase or decrease. Briefly, 
the countries responsible for the increases and decreases in the 
specified commodities are as follows: 

Art works: Decrease in imports chiefly from France. 

Colors and dyes, dressed and undressed furs, leather gloves, 
toys, chinaware: Decrease chiefly from Germany. 

Manufactured silks, and wines: Decrease from France. 

Cotton goods: Decrease from France, Germany, Great Britain, 
and also Switzerland. 

Fibers, manufactured and unmanufactured: Decreases from 
India, Great Britain, and Belgium. 

Hides and skins: Decreases from Russia, Germany, and Bel- 
gium; increases from Argentina, Brazil, and Cuba. 

Rubber: Decreases from Belgium and Germany; increases from 
Great Britain, East Indies, and Brazil. 

Precious stones: Decreases from Belgium, Great Britain, and 
France. 

Silk unmanufactured: Decreases from China and Japan. 

Cane sugar: Increase mainly from Cuba. 

Tobacco leaf: Decreases from Cuba and Turkey. 





OUR FOREIGN TRADE AND THE WAR 61 


Tin: Decreases from Great Britain mainly; also from Germany 
and Straits Settlements. 

Wool unmanufactured: Decreases from Great Britain and 
Russia; increases from Argentina and Australia. 

The totals given at the bottom of Table XI show the net 
increases or decreases for the several countries as regards those 
commodities. The absolute increases and decreases for the several 
countries considered, using 1913-14 as the basis for comparison, 
were as follows: 


Decrease in imports from: 


Comparing these figures with the totals in Table XI, it is seen that 
the commodities there listed account for half the decline in impor- 
tations from Belgium and France, about seven-ninths of the decline 
in imports from Russia, and about two-fifths of that in the case of 
Great Britain. On the other hand, they explain about half the 
increase from Argentina and practically all of the increase from 
Cuba. ‘To mention the commodities concerned, art works, textiles, 
and wines appear as the chief articles of decline in the case of 
France; hides and wool in the case of Russia; precious stones, 
rubber, and hides in the case of Belgium; while on the other hand, 
sugar is the principal item in the increase from Cuba, and hides 
and wool from the Argentine. With Great Britain, the chief loss 
appears in textiles, tin, and precious stones; but these are partially 
offset by a gain in rubber. The commodities given in the table 
account for only a fourth of the total decrease in the import trade 
with Germany. 


E. CHANGES IN THE MOVEMENT OF GOLD 


Thus far in the analysis of the dislocations in the trade of the 
United States resulting from the war attention has been confined 
to the imports and exports of merchandise. Consideration now 
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TABLE XII* 


Untrep States Imports or SPEcIFIED COMMODITIES FROM SPECIFIED COUNTRIES, 
By Fiscat YEARS, JULY 1, I910—JUNE 30, 1915 


(The figures denote millions of dollars) 
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TABLE XII—Continued 








Fiscal Years Ending June 30 
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turns to the movement of gold to and from the United States. 
Table XIII shows the monthly movement of gold since July, 1910, 
while Table XIV shows the country for which the monthly ship- 


TABLE XIII 


Untrep States Imports AND Exports or GoLp, By MONTHs, 
JULY, 1910—SEPTEMBER, I915 
(The figures denote millions of dollars) 
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ments of gold were destined, or from which they came, since Janu- 
ary 1, 1914. It is perceived at once that from about May, 1914, 
down to the present time the perturbations in the gold movement 
have been much greater than for any other period during the five 
years; and that these perturbations resolve themselves into two 
major movements, the first beginning about May, 1914, and lasting 
down to December of that year, being a heavy export movement; 
the second beginning about February, 1915, and extending down to 
the present time, being a heavy import movement. 

But the export movement itself must be resolved into two 
phases. The first phase of this general export movement of gold 
antedated the war, since it began in May, 1914, and came to an 


TABLE XIV 


Gop Imports AND Exports OF THE UNITED STATES, IN TOTAL AND BY CERTAIN 
Countrigs oF ORIGIN OR DESTINATION, BY MONTHs, 
JANUARY, 1914—OCTOBER, I915 
(The figures denote millions of dollars) 
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TABLE XIV—Continued 
EXPORTS OF GOLD 
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end during July, 1914. The second phase of this export movement 
began during the latter part of July and came to an end in Novem- 
ber, 1914. Chart IV shows two peaks to the general movement, 
the first being in June and the second in October, 1914. August 
appears as the lowest point between the two sections. The two 
maxima will partly serve to distinguish the two phases of the same 
general movement; and further to distinguish them we may note 
that the destination of the gold in the first export movement—that 
from May to July, 1914—was France; while the destinations of 
the second were Great Britain, and Canada for the credit of Great 
Britain. 

This is not the place to dwell upon causes, nor would such a 
procedure comport with the point of view assumed at the very 
start of this discussion; but for the sake of distinguishing these two 
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movements, it may be well to touch for a moment upon some of 
the more patent factors in the exportation of gold during May and 
June, 1914. At the very beginning of this discussion reference was 
made to the industrial depression in the United States during the 
winter and spring of 1914 and the effect of this depression upon 
the foreign trade. It will be recalled that imports of merchandise 
had substantially increased while exports of merchandise had con- 
siderably decreased; and that in consequence of this condition the 
balance of merchandise accounts in Europe, with which to pay 
interest on capital borrowed and charges against us for freight and 
travel, was much reduced. Thus in March, 1914, domestic exports 
and imports were nearly equal; while in April, May, June, and 
July, imports exceeded exports of domestic merchandise. Such a 
condition for an equally long period does not appear at any other 
time during the five years. The net result was that the excess of 
merchandise exports during the first six months of the calendar year 
1914 was but 47 millions as compared with 267 millions in the same 
period of 1913; and this is probably to be taken as one factor in the 
gold movement of May and June, 1914. But whatever factors were 
at work either here or abroad to induce the May and June export of 
gold to France, the second export movement from July to Decem- 
ber, 1914, coincides so closely with the beginning of the war, and 
the heavy selling of American securities by foreign investors in the 
panic which followed the declaration of war, that it must be con- 
sidered as one of the effects of the war. 

Throughout December, 1914, and January, 1915, the gold move- 
ment was not far from normal; but in February the present import 
movement of gold began. It has continued through all the suc- 
ceeding months, and is still at full tide. June and August appear 
as high points, with imports of 52.3 and 61.6 millions, respectively; 
but the advance reports for October, 1915, indicate that those 
figures will be surpassed. If these reports prove to be correct, we 
have imported during that month some 79 millions of gold. From 
the monthly statements of gold importation it would appear that 
from January 1, 1915, to October 1, 1915, the net gain in gold has 
been 253 millions. It will be observed that until August, 1915, the 
bulk of this gold came from Canada, and probably represents the 
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return of the gold which in 1914 went to Ottawa. In August, how- 
ever, 40 millions came from Great Britain directly, and in October 
another 56 millions came from that source. An interesting feature 
of the import movement is the arrival, during last August and 
September, of some 16 millions from Australia. This heavy impor- 
tation of gold is undoubtedly connected with the heavy exportation 
of commodities since December, 1914. 


F. CHANGES IN THE SHIPPING FACILITIES’ 


The present section deals with the changes in the tonnage 
registered under the American flag since the beginning of the 
war. It is desirable to show the relation of the act of Congress of 
August 18, 1914, to the antecedent acts which it modified; and 
then to note the condition of the American merchant marine 
engaged in the foreign trade before the war and the subsequent 
changes. 

The Ship Registry act of August 18, 1914, was an amendment 
of the fifth section of the Panama Canal act of August 24, 1912; 
and also of sec. 4131 of the Revised Statutes of the United States. 
The fifth section of the Panama Canal act of August 24, 1912, is 
itself an amendment of sec. 4132 of the Revised Statutes of the 
United States. Sec. 4131 of the Revised Statutes reads in part 
as follows: 

Vessels registered pursuant to law and no others, except such as shall be 
duly qualified according to law for carrying on the coasting or fishing trade, 
shall be deemed vessels of the United States, and entitled to the benefits and 
privileges appertaining to such vessels; but no such vessel shall enjoy such 
benefits and privileges longer than it shall continue to be wholly owned by a 
citizen or citizens of the United States or a corporation created under the laws 
of any of the states thereof, and be commanded by a citizen of the United 
States. And all the officers of vessels of the United States who shall have 
charge of a watch, including pilots, shall in all cases be citizens of the United 
States. The word “officers” shall include the chief engineer and each asso- 
ciate engineer in charge of a watch on vessels propelled wholly or in part by 
steam; and after the first day of January, 1897, no person shall be qualified 
to hold a license as a commander or watch officer of a merchant vessel of the 
United States who is not a native-born citizen, or whose naturalization as a 
citizen shall not have been fully completed.* 


* This section was written after the main body of the article was in type. 
2 Federal Statutes Annotated, Vol. VII, 10. 
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The foregoing section of the Revised Statutes is the act of Decem- 
ber 31, 1792, as amended June 26, 1884, and May 28, 1896. Sec. 
4132 of the Revised Statutes reads as follows: 


Vessels built within the United States, and belonging wholly to citizens 
thereof, and vessels which may be captured in war by citizens of the United 
States, and lawfully condemned as prize, or which may be adjudged to be 
forfeited for a breach of the laws of the United States, being wholly owned 
by citizens, and no others, may be registered as directed in this Title.* 


By act of Congress May 10, 1892, the Secretary of the Treasury 
was empowered to register foreign-built ships, then in established 
lines of freight or passenger business from a port of the United 
States, providing those ships were of 8,000 tons burden and could 
maintain a speed of 20 knots. This privilege was limited to those 
ships 90 per cent of whose stock was held by citizens January 1, 
1890; and such citizens must obtain complete transfer of title. 
A further restriction provided that American owners who should 
seek to transfer such vessels must have built, or contracted to 
build, in American shipyards, a tonnage equal in the aggregate to 
that transferred to American registry; and each ship so built must 
not be less than 7,000 tons burden.? 

Under the act of Congress which became a law August 24, 1912, 
and provided for the opening, maintenance, and government of the 
Panama Canal, sec. 4132 of the Revised Statutes was amended by 
. sec. 5 of that act to read as follows: 


Vessels built within the United States and belonging wholly to citizens 
thereof; and vessels which may be captured in war by citizens of the United 
States and lawfully condemned as prize, or which may be adjudged to be for- 
feited for a breach of the laws of the United States; and seagoing vessels, 
whether steam or sail, which have been certified by the Steamboat Inspection 
Service as safe to carry dry and perishable cargo, not more than five years old 
at the time they apply for registry, wherever built, which are to engage only 
in trade with foreign countries or with the Philippine Islands and the Islands 
of Guam and Tutuila, being wholly owned by citizens of the United States or 
a corporation organized and chartered under the laws of the United States or 
any state thereof . . . . and no others, may be registered as directed in this 
title.3 


* Federal Statutes Annotated, Vol. VII, 12. 
2 Ibid., 12-13. 3 Ibid., 1914 Supplement, p. 373. 
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The act of August 24, 1912, also provided that such ships so 
registered should not engage in the coastwise trade; and that 
materials necessary to build or repair vessels in the United States 
might be imported free of duty. 

The act of August 18, 1914, passed after the outbreak of the 
war, is in three sections. It is very brief, and may be given in full. 
It reads as follows: 


An Act to provide for the admission of foreign-built ships to American 
registry for the foreign trade, and for other purposes. 

SECTION 1.—That the words “not more than five years old at the time they 
apply for registry ’’ in section five of the Act entitled “An Act to provide [here 
follows the long title of the Act of August 24, 1912] are hereby repealed. 

Sec. 2.—That the President of the United States is hereby authorized 
whenever in his discretion the needs of foreign commerce may require, to 
suspend by order, so far and for such length of time as he may deem desirable, 
the provisions of law prescribing that all the watch officers of vessels of the 
United States registered for the foreign trade shall be citizens of the United 
States. 

Under like conditions, in like manner, and to like extent the President 
of the United States is also hereby authorized to suspend the provisions of law 
requiring survey, inspection, and measurement by officers of the United States 
of foreign-built vessels admitted to American registry under this Act. 

Sec. 3.—This Act shall take effect immediately.' 


The foregoing act became a law August 18, 1914. The neces- 
sary executive order was issued September 5, 1914, and provided 
that present watch officers of vessels admitted to registry under the 
act might be retained for seven years. Vacancies might be filled 
with anyone, citizen or alien, for a period of two years; but after 
the expiration of two years, vacancies should be filled with citizens 
of the United States. The provisions requiring survey and 
measurement by officers of the United States were also suspended 
for two years.” 

Such is the Ship Registry act of 1914, and the antecedent acts 
which it modified. Now the condition of the shipping of the 
United States engaged in the foreign trade, prior to July 1, 1914, is 


* Federal Statutes Annotated, Pamphlet Supplement for January, 1915, p. 115. 
2 Commercial and Financial Chronicle, XCIX, 720. 
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shown by the following table, taken from the 1914 report of the 
Commissioner of Navigation of the United States. 








Number of Tonnage 


868 720,609 
444 224,073 
1,049 121,709 


2,361 1,056,391 

















Turning now to Tables XV and XVI, it is seen that since the 
passage of the act of August 18, 1914, and down to December 18, 
1915, 171 ships with an aggregate tonnage of 583,733 had been 
transferred to American registry. Of this number, 136 with an 
aggregate tonnage of 551,430 were freighters, tankers, or pas- 
senger ships, propelled by steam or gasoline. The effect of these 
transfers is to increase, by 76 per cent, the aggregate steam tonnage 
engaged in the foreign trade." The largest transfers were made by 
the United Steel Products Company and the Standard Oil Com- 
pany. ‘The former transferred 10 ships with an aggregate tonnage 
of 48,231; the latter transferred 26 ships (all tankers) with an 
aggregate tonnage of 134,032. It is also perceived that most of 
the transfers have been from German and British registry. Of the 
31 ships transferred from German registry, 25 with an aggregate 
tonnage of 127,703 were tank steamers belonging to the Standard 
Oil Company. It is also worthy of note that 39 ships with an 
aggregate tonnage of 237,752 are ships of over 5,000 tons burden; 
and that 40 ships with an aggregate tonnage of 217,003 (nearly 
40 per cent of the steam tonnage transferred) are less than five 
years old, having been built since 1910. 


* This computation does not take into consideration the destruction of 5 steam- 
ships with a total tonnage of 16,176 since transfer of registry. Among these is the 
**Dacia.” 
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TABLE XV* 


VALUE OF ImPporTS AND Exports OF THE UNITED STATES CARRIED BY SHIPS 
oF AMERICAN REGISTRY AND BY SHrIPs OF ForEIGN REGISTRY, 
BY FiscaL YEARS, JULY 1, 1910—JUNE 30, 1915 


(The figures denote millions of dellars) 
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* This table is based upon a personal communicat 
dated December 18, 1915, sets forth in detail all the 
18, 1914, which had taken place up to that date. 
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TABLE XVI* 


Errect oF tHe Act or Concress or Aucust 18, 1914, UPON 


THE UNITED STATES MERCHANT MARINE 


ENGAGED IN THE FoREIGN TRADE 


I. NUMBER AND CLASSIFICATION OF SHIPS TRANSFERRED TO 
UNITED STATES REGISTRY 














Classification Number | roe 
EN ck widen deaceue baweke cet 29 29,622 
Steam ships 
IRL A ike aiken strackscute caesad 68 232,924 
NS Riicnslisieasieedancnedacd 30 133,126 
ee Ae id aoc SEL suey he ced 38 185,380 
OS SORE ree 6 2,681 
MN Asie uneacisnesdesteeersel 171 583,733 











2. CLASSIFICATION OF STEAMSHIPS (PLEASURE CRAFT EXCEPTED) 
BY FLAG UNDER WHICH THEY WERE FORMERLY REGISTERED 














Flag under Which Formerly Registered Number | Gros 
ERR Se i See ee PR 74 315,510 
EE ERE Gy ae: 31 151,452 
ES Se eee 2 5,106 
SD ie Oa iil nay ¥bd hecadle cuweeus 6 17,019 
NG andcrah nc we nde deeaehedecre 4 13,216 
MT ER a Sh 4 cada aeyeonncd naiedoeasats 5 17,401 
PE catiewbcasskchalicedes cet 7 7,986 
i ala ok a eh I 4,471 
EAE CER earn oe! I 3,153 
EPI SE Ree I 5,275 
ERS eben I 1,352 
RTE IRR SE I 2,199 
dts twuintgncheabdidcidindebedl I 3,932 

eee rr terre ee Lay. I 3,358 

ML vcndvsdipsesensath uk ote 136 551,430 
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OUR FOREIGN TRADE AND THE WAR 


TABLE XVI—Continued 


3. CLASSIFICATION OF STEAMSHIPS (PLEASURE CRAFT EXCEPTED) 
BY GROSS TONNAGE 














No. of Ships =. 

Less than 1,000 tons gross............. 5 3,135 
Over 1,000 tons, but less than 2,000... . II 17,602 
Over 2,000 tons, but less than 3,000. . . . 19 47,955 
Over 3,000 tons, but less than 4,000... . 31 105,502 
Over 4,000 tons, but less than 5,000... . 31 139,484 
Over 5,000 tons, but less than 6,000. . . . 21 109,616 
Over 6,000 tons, but less than 7,000... . 9 57,077 
Over 7,000 tons, but less than 8,000... . 8 60,386 
III, op pi kKakcoamesaveesou I 10,073 
ME tices vadewbasndeisnavee 136 551,430 











4. CLASSIFICATION OF STEAMSHIPS (PLEASURE CRAFT EXCEPTED) 

















BY AGE 
No. of Ships | 7oross. 
Pe MR TD IIo. ncn ccsicccinwes II 22,129 
Built between 1890 and 1895.......... a1 63,250 
Built between 1895 and 1900.......... 12 34,059 
Built between 1900 and 1905.......... 21 85,685 
Built between 1905 and 1910.......... 31 129,304 
Built between 1910 and 1915.......... 40 217,003 
Wa ih nackadantuekanaens vases 136 551,430 








Can the facts set forth in the preceding discussion be summarized 
briefly? In a general way, yes. Perhaps the foreign trade of the 
United States since the beginning of the war may be characterized 
thus: an extraordinary development of the export trade and, during 
the last half of the period, an extraordinary importation of gold; 
a great reduction in the foreign trade with the Central Powers and 
a remarkable increase in the trade with the Entente and with the 
neutral countries. Breadstuffs have wrested from cotton the place 
of premier export, while at present, manufactures of iron and steel 
seem to challenge the leadership of the foodstuffs. Munitions of 
war are now going forward at an unprecedented rate. Imports 
are nearly normal, but are completely overshadowed by the exports. 

How long can the United States continue to sell more than 
they buy? 


Lewis C. SORRELL 
UNIVERSITY OF CHICAGO 





NOTES 


WASHINGTON NOTES 


A NEW SYSTEM OF NATIONAL TAXATION 

Secretary of the Treasury McAdoo has sent to Congress in his annual 
report a review of the revenue situation which outlines the plans of the 
present administration with reference to modes of preparing for war 
necessities, and which is, therefore, likely to be of historic interest. 
Should the plans of the administration be accepted by Congress, and 
the methods of raising revenue outlined in this Treasury report be 
adopted, the nation will have definitely embarked upon a new era of 
financial administration. Even should the plans of the administration 
be rejected or discarded by Congress, the recommendations of the report 
will still mark a turning-point in the management of the nation’s finance. 

The striking feature of this year’s finance report is the fact that, 
although a deficit of probably about $75,000,000 for the remainder of 
the current fiscal year, and a probable deficit of about $250,000,000 for 
the following fiscal year (ending June 30, 1917), are recognized, or a 
total of $325,000,000, it is urged that the nation should adhere to the 
policy of taxation for the purpose of providing for its necessities, and 
should not fall back upon the issue of bonds, even to the extent of reim- 
bursing itself for outlay on Panama Canal account, for which Congress 
has already authorized in past years the sale of such bonds: 

. . no part of these expenditures should be provided by the sale of 
government bonds, with the possible exception of the payments for the Panama 
Canal. Even as to the Panama Canal it seems to me wise to continue to 
provide for its necessities out of the revenues of the government. The larger 
part of the canal expenditures is already behind us, and we should look for 
diminishing demands from the Canal in future years. The policy of providing 
for the expenditures of the government by taxation and not by bond issue is 
undoubtedly a sound one and should be adhered to. A nation, no more than 
an individual, can go constantly into debt for current expenditures without 
eventually impairing credit. A wise, sound, and permanent policy of raising 
the additional revenues required for preparedness and the expenditures of the 
government should therefore be devised and adopted. 


That is to say, the program of national defense and preparation for war 
is distinctly placed upon a footing of payment out of current income. 
It should be borne in mind that in order to keep the deficit down to even 
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these limits it will be necessary that the present tariff on sugar, and 
the stamp taxes imposed a year ago, should be maintained in existence. 
As will be remembered, the tariff on sugar, under the terms of the Under- 
wood act, was to expire on May 1, 1916, while the stamp taxes were 
to expire at the end of December, 1915. Should there be difficulty in 
securing extension of these taxes, the anticipated deficit would be prob- 
ably $60,000,000 larger than is indicated by the figures already cited. 

It is, therefore, a fundamental idea of the new program that the duty 
on sugar and the war revenue tax should be extended. To provide for 
the new requirements of national defense amounting, as estimated, to 
$325,000,000, entirely new and additional measures are suggested. 
First of all, it is recommended that the income tax be greatly broadened, 
and in this connection interesting light is thrown upon the present work- 
ing of the Income Tax act. Next it is suggested that additional taxes be 
called into play for the purpose of raising further revenue, the chief pro- 
posal in this connection being the imposition of taxation on gasoline, 
crude and refined oils, horse-power of automobiles and of internal com- 
bustion engines, as well as on pig iron and other items of like character. 
The increase in rates of taxation on individual and corporate incomes is, 
however, plainly relied upon as the chief source of new revenue, as it is 
suggested that the present exemption of individual incomes be reduced 
by $1,000, and that the point at which the present “‘surtax” begins be 
lowered by $5,000 or $10,000. 

As already intimated, the notable outcome of these plans, should 
they be adopted, would be that of definitely placing the government of 
the United States upon a basis of direct taxation instead of, as heretofore, 
upon the indirect revenue footing. The beginning in this direction was 
made at the time of the adoption of the Payne-Aldrich tariff law when 
the corporation tax was adopted as a national resource. The action of 
Congress in the Underwood-Simmons act adding the individual income 
tax further confirmed the tendency toward direct taxation. Undoubt- 
edly there has been expectation on the part of many that certainly the 
individual income tax, and perhaps the corporation income tax, would, 
at no distant date, be repealed, such action being rendered easily possible 
through the growth of customs revenue. While the Secretary of the 
Treasury recognizes that the closing of the European war will undoubt- 
edly enlarge customs revenues, it is evident that they would not soon 
recover their wonted amount, and even if they should do so, the additional 
military outlay of perhaps $250,000,000 a year, on the average, would 
require a regular resort to some other method of obtaining income. 
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THE RAILWAY-MAIL PAY SITUATION 


It is already evident that at the session of Congress which has just 
opened the question of railway-mail pay will be presented with prac- 
tically the same intensity of feeling on both sides that was manifested 
a year ago. No new official investigation has been made since the last 
session of Congress, so that the situation remains on the same basis as 
then. 

In the last annual report of the Postmaster-General was set forth the 
status of the proposed legislation for fixing railway-mail pay and the 
problem was fully reviewed at the time in this Journal. The features of 
the plan favored by the Post-Office Department and that proposed by 
the Joint Committee of Congress on Mail Pay were then described and 
contrasted. Subsequently the department’s plan was introduced in the 
House of Representatives as a section of bill H.R. 17042, which was 
favorably reported and finally passed, but upon which the Senate failed 
to act. The joint committee’s recommended legislation submitted in 
its report was introduced in the Senate as bill S. 6405. Following the 
introduction of that measure, the Senate Committee on Post Offices 
and Post Roads gave hearings to representatives of the Post-Office 
Department on the House bill and to representatives of the railroad 
companies upon the provisions of the two bills before it. No report, 
however, was made to the Senate by the committee. Subsequently 
the House Committee on Post Offices and Post Roads embodied in the 
Post-Office appropriation bill for the fiscal year of 1916 the department’s 
proposed plan for regulating railway-mail pay, together with other 
remedial legislation advocated by postal officials. The House of Repre- 
sentatives passed the bill in its entirety; but as the Senate refused to 
concur, the bill was sent to conference, and after a long discussion an 
agreement was reached for the submission of a conference report embody- 
ing substantially the department’s plan, but with amendment and with 
an additional provision to the effect that after the new rates should have 
been in operation for two years, the question of their adequacy or inade- 
quacy might be presented to the Interstate Commerce Commission upon 
request of the Postmaster-General or of representatives of railroad 
companies operating at least 51 per cent of the mileage of railroads over 
which mail service is performed. This conference committee report 
was submitted to the last Congress in its closing hours but failed of 
passage. It was hence necessary for both Houses to pass a joint resolu- 
tion making the amounts of appropriations for the fiscal year 1915 
available to meet the obligations of the department during the fiscal year 


1916. 
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The plan which is this year again urged by the Post-Office Depart- 
ment is substantially that of substituting a space basis of payment for 
mail transportation in the place of the present weight basis with quadren- 
nial weighing. It is the feeling of the railroads that the proposed plan 
is defective and injurious in two particulars: (1) that the rates of com- 
pensation are not adequate; (2) that the establishment of them places 
too much power in the hands of officials who may have an undue bureau- 
cratic tendency. They therefore ask for a rectification of the present 
methods of weighing and compensation, but without the substitution 
of the new space basis in place of the old one. 

An extensive propaganda or agitation intended to represent the point 
of view of the railroads has been carried on during the past few months, 
the purpose being to secure a more considerate adjustment of relations 
between the government and the carriers than the department has as 
yet seemed willing to concede. The situation is rendered more difficult 
by the rapid growth of the parcel-post system, which greatly compli- 
cates the mail-pay question. At present small additional allowances 
for the carriage of parcel-post matter on certain roads are permitted 
under existing law, but upon a sporadic and irregular basis which admit- 
tedly does not meet the requirements of the situation. Owing to the 
failure of Congress to act on the mail-pay question at the last session 
no action was taken with reference to a special increase for parcel-post 
service which had been recommended by the Postmaster-General more 
thanayearago. This makes the whole question of mail pay increasingly 
urgent from a railroad standpoint because of the gross deficiency of 
remuneration which becomes more and more marked as the parcel-post 
system extends its scope and to an increasing degree supersedes express 
service. 


A NEW PERIOD OF RAILROAD REGULATION ? 


A new stage in the history of railroad regulation in the United States 
has probably been opened by the action of President Wilson in recom- 
mending in his message to Congress (Annual Message, December 6, 
1915) the creation of a railroad commission whose function it will be 
“to ascertain by a thorough canvass of the whole question whether our 
laws, as at present framed and administered, are as serviceable as they 
might be in the solution of the [railroad] problem.” This suggestion 
comes as the climax of the long period of uneasiness which has existed 
ever since 1910, when the original application of the railroads for an 
advance in rates was before the Interstate Commerce Commission. 
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It will be remembered that at that time a reorganization of the 
Commission took place, the then chairman being transferred to the 
newly organized Commerce Court, while new appointments to the 
Commission established a majority in the hands of the so-called “radi- 
cals.” The application of the roads for an advance in rates was definitely 
declined. In the 5 per cent rate advance case of 1914, the old issue was 
renewed, and the struggle this time led to a partial concession of the 
advance asked for, notwithstanding that the Commission in its first 
decision refused the application of the carriers, only to reverse itself 
in part within a few months. Finally in passing upon the application 
of the western roads for a general advance in rates, decided in the sum- 
mer of 1915, the difference of view which had developed in the Com- 
mission with reference to the status of the railroads was plainly exhibited 
through the filing of majority and minority opinions. Most of the 
advances, however, were disapproved. Two vacancies had meanwhile 
been created in the Commission, and these places had been filled by the 
present national administration. Meanwhile, also, very important 
action had been taken by the Commission in depressing express rates 
to such an extent as to lead one large company to abandon the business 
entirely, while the introduction of the parcel-post system had furnished 
an active source of competition in the transportation of certain classes 
of matter. The continuous anxiety with reference to the ability of 
many well-known roads to meet their fixed charges and yet be able to 
pay anything to stockholders has been partially relieved since the devel- 
opment of the present immense export trade, but the general opinion of 
well-informed observers undoubtedly is that this is a temporary improve- 
ment only. Consequently it may fairly be said that the question is now 
acute: What shall be the policy of the federal government toward the 
roads in the future, and by what instrumentalities shall that policy 
be carried out? The opening of Congress has offered opportunity for 
definite action on the whole subject, and the following points, among 
others, are covered in legislation either already introduced, since the 
beginning of the session, or in process of preparation: (1) whether the 
Interstate Commerce Commission itself should be enlarged with a view 
to rendering it more efficient and its decisions more prompt; (2) whether 
there shall be a new definition of the rate-making power of the Commis- 
sion with a view to prescribing general principles of rate-making, it 
being felt by many that the opinions of the Commission have not thus 
far followed a consistent policy; (3) whether the power to establish 
minimum as well as maximum rates shall be granted the Commission; 
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and (4) whether before taking these or any other steps there shall be a 
commission of inquiry, as suggested by the Executive, for the purpose 
of reviewing the whole situation. 

The railroad situation is admittedly growing more and more difficult 
from many different standpoints. Advances in rates, when granted, 
as experience during the past few years has shown, are by no means 
always beneficial to the roads, inasmuch as the highly organized labor 
bodies, including practically all classes of employees, promptly succeed in 
getting a substantial part of the added revenue, being aided in such efforts 
by the rapidly developing federal system of mediation and arbitration. 
On the other hand, the rise of interest which is resulting from the Euro- 
pean war and from other influences is rendering capital very much more 
costly for the roads, while the best expert opinion seems to be to the 
effect that the density of traffic cannot be very much added to without 
a disproportionate increase of danger. In support of this fact is the 
apparent congestion of the eastern railroads existing at the present 
time, and largely due to the heavy export movement. The fair conclu- 
sion seems to be that little help can be derived by the railroads at present 
from the operation of the “law of increasing returns” in transportation. 
An advance in rates which will provide some means of insuring the reten- 
tion of the results of rate advances in the railroad business in order to 
insure reasonable extention of facilities and reasonable access to new 
capital seems to be the only means of resolving the difficulty. Opposed, 
however, to any legislative measures designed to work toward such an 
end is the so-called radicalism which still exists in very positive form 
throughout large sections of the country, and the consequent unwilling- 
ness to permit any bettering of the carrier’s position. To sum up, the 
railroad-regulation system, as at present applied by the federal govern- 
ment, is reaching an impasse, while the further extension and improve- 
ment of transportation is evidently dependent in no small degree upon 
a better economic status for the carriers. President Wilson’s request 
for a commission of inquiry opens the way to a general study and analysis 
of the condition arrived at after about twelve years of severe railroad 
regulation. Nevertheless, the present temper of Congress makes it 
at least doubtful whether even this step toward a solution can be taken 
immediately. 

BROADENING THE RESERVE BANKS 

The Federal Reserve Board has taken a further step toward the 
broadening of the functions of the reserve system by issuing, under date 
of November 29 and December 6, Circulars No. 19 and 20, respectively, 
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the first relating to open-market purchases of bankers’ acceptances, the 
second to open-market purchases of foreign and domestic bills of 
exchange. Circular No. 19, which deals with bankers’ acceptances, is 
an enlargement and modification of previous circulars on that subject, 
the difference being that authority is now given to federal reserve banks 
to purchase in the open market, not only those bankers’ acceptances 
which grow out of import and export transactions, but also those which 
result from domestic transactions. As will be remembered, the Federal 
Reserve act gave to the national banks the power to accept only in cases 
where the transaction had to do with import and export transactions; but 
a number of states have since then passed legislation permitting state 
banks to accept generally—that is to say, to accept for transactions 
growing out of purely domestic shipments. The laws of other states are 
such as not to prohibit such acceptances, and there is a constantly increas- 
ing volume of accepted bills growing out of such domestic operations. 
To this market for paper the federal reserve banks are now, by the terms 
of the new circular, admitted. 

Circular No. 20, relating to domestic and foreign bills of exchange 
made by individuals or corporations, permits federal reserve banks to 
buy practically any class of paper, whether accepted or unaccepted, 
which takes the form of a bill of exchange—that is to say, an uncondi- 
tional order in writing addressed to an individual, firm, or corporation, 
and calling for the payment of funds at a designated date in the future. 
It is true that thus far no federal reserve banks have entered the foreign 
field or established agencies abroad; but the new circular provides that 
they may do so subject to the consent of the Board. When such arrange- 
ments have been made, the banks will be in position to transfer money by 
cable, and consequently Circular No. 20 provides for business in cable 
transfers, a function expressly recognized by the Reserve act. In this 
connection the Board says: 


The Federal Reserve Board realizes that in dealing in foreign exchange 
the federal reserve banks must necessarily have wide discretion in determining 
the rates at which they will buy or sell. It is not necessary that the bills shall 
have been actually accepted at the time of purchase. The Federal Reserve 
Board, however, will require that unaccepted “long bills,” payable in foreign 
countries, when purchased, unless secured by documents, shall bear one sat- 
isfactory indorsement other than those of the drawer or acceptor, preferably 
that of a banker. Federal reserve banks should exercise due caution in dealing 
in foreign bills, and boards of directors should fix a limit within which the 
acceptances or bills of a single firm may be taken. 
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While it is uncertain at how early a date the federal reserve banks 
will think it wise to enter the foreign field on account of the generally 
disturbed conditions existing abroad, the Board has now by its regulation 
definitely opened to the banks as large a scope of business as they may 
care to undertake, and the degree of their exploitation of it is entirely 
a matter for the several banks to determine upon. As is noted in the 
circular accompanying the regulations, it was the intent of the Federal 
Reserve act to enable the reserve banks to engage in open-market busi- 
ness, partly for the purpose of making their rates effective and partly 
to enable them to earn their expenses and dividends. Up to the first of 
October, federal reserve banks as a unit had covered current expenses 
and about $320,000 in addition, some of the individual banks making 
dividends, while others had not covered all current expenses for the 
year. The question of enlarging their earnings to the desired amount 
is now a matter of banking judgment. Under the new provision one 
bank (Atlanta) has established an open-market rate for domestic bills of 
exchange of 3} per cent as a minimum, while it has applied to the domes- 
tic bankers’ acceptances the same rate already effective for import and 
export acceptances, viz., 2 per cent to 4 per cent. The action taken is 
of special importance because of the discussion that has been in progress 
in some quarters with reference to the question whether federal reserve 
banks are merely emergency institutions or are to be regularly and 
continuously operated. It is the open-market section of the law which, 
more clearly than any other, indicates the belief of the framers of the 
act that the reserve banks were to be regularly and continuously carried 
on, so that the issuance of the new regulations putting this section into 
effect and enabling the reserve banks to name rates at any time definitely 
accepts that view which considers it the function of the reserve insti- 
tutions to adopt and apply a known discount policy, employing their 
resources, whenever wise, in the general purchase of paper. 

It may be said that, with the issuance of these two regulations, the 
discount and commercial paper features of the Federal Reserve act have 
reached, from the administrative standpoint, their full growth, and are 
now ready to enter upon a period of actual test through practical appli- 
cation. 
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The Means and Methods of Agricultural Education. By ALBERT 
H. Leake. Boston: Houghton Mifflin Co., 1915. 8vo, pp. 


xxiii+273. $2.00. 

In this volume Mr. Leake has made a contribution to the literature 
on popular education in rural communities which is comparable with his 
earlier book on Industrial Education, if not superior to it, in service 
rendered to the advancement of educational opportunities for those who 
dwell in the industrial centers of population. His philosophy is sound 
and is based on a familiarity with modern educational ideals and prac- 
tices and, apparently, on knowledge of present-day rural conditions and 
opportunities. 

He discusses the historical development of agricultural education 
from the earliest times down to the most recent developments in the 
United States and Canada. He points the lesson that progress in edu- 
cation is inevitably slow, especially in rural communities, and that all, 
therefore, must study intelligently the new social demands which 
twentieth-century conditions are making upon the public-school system. 

Particularly enlightening is the varied material which the author 
presents regarding country life, the typical rural school, the character- 
istics of the rural-school teacher, and the recent efforts to improve the 
nature of rural education through the establishment of consolidated 
schools and the inauguration of systems of school credits for home 
farm work. For example, he estimates that upward of six and one-half 
million children, or about 37.6 per cent of the enrolment of all our 
public schools, receive their education in one-room, one-teacher schools. 
He says, furthermore, that “the vast majority of the teachers employed 
in rural schools are girls. . . . . In the North Atlantic states 86 per cent 
of all the teachers are women, while in the Western states over 80 per 
cent are now women, compared with 55 per cent in 1870.” He shows : 
that the salaries are so low that they cannot attract well-prepared 
“As a result, most of the teachers found in these schools are 
Seventy-five per cent of all rural school children face 
a new teacher every fall.”” Many of these teachers have had no training 
in normal schools, for, “If all these graduates [normal school] had begun 
teaching in the fall after their graduation, there would have been 60,000 
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teachers. 
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vacancies, or more, to be filled by young teachers who had not had the 
educational and professional training given by a normal school.” The 
direction and supervision of these schools are also open to criticism. He 
estimates that we have an army of 500,000 teachers, “managed by 
another army of 2,500,000 officers.” “Under this system, each county 
has from twenty-five to two hundred and fifty entirely distinct school 
systems,” often under the control of trustees who know little of the 
requirements of a good school system. “In the state of Illinois, about 
40,000 trustees are required to control an expenditure of $3,000,000, 
which is about one trustee for every $75.” 

When one considers the difficulties of the problem of rural educa- 
tion, as shown by the author, it is encouraging to note that he is hope- 
ful, rather than pessimistic, as to its ultimate and happy solution. He 
is no idle dreamer, however, and the program which he prescribes will 
make heavy demands on the combined intelligence, generosity, and 
perseverance of the rural population. It also calls for breadth of view 
on the part of those who administer state systems of education. 

Discussing the inauguration of secondary agricultural education 
and the development of agricultural colleges, the author points out the 
inevitable struggle with educational conservatism and social short- 
sightedness. But he also describes some of the successful attempts which 
have been made to break down conservatism and to establish courses 
of study with a genuine social content nicely adjusted to the needs of an 
agricultural community. In this connection much suggestive detail is 
given, including advice as to the methods to be employed in arousing the 
rural inhabitants to an appreciation of their own educational needs 
and possibilities. 

A chapter entitled “The Example of Denmark” is highly suggestive 
of possible lines of progress which the United States might well follow. 

Mr. Leake’s conclusion is that rural-school education does not 
demand the addition to an overcrowded curriculum of a new and elabo- 
rate “subject of instruction,” namely, “agriculture.” Rather the tra- 
ditional school subjects, especially English, mathematics, and science, 
should be shot through and through with an agricultural interpretation, 
and the illustrative material employed should be drawn from the life 
common to the pupils themselves. In other words, agriculture must be 
made the basic school subject of which most of the other subjects are 
merely manifestations. 

The book will be of practical and inspirational value to any rural- 
school teacher who reads it, and it should be carefully studied by all 
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those who prepare such teachers for service or who direct, as superin- 
tendents or as school trustees, the educational activities of rural life. 


FRANK M. LEAVITT 
University or CHICAGO 


A Standard Accident Table. By I. M. Rusrnow. New York: 
The Spectator Co., 1915. 12mo, pp. 63. $1.50. 

This little volume is offered as an aid in determining insurance 
rates under the American laws providing compensation for industrial 
accidents, the basis being the distribution of 100,000 accidents. 

It has involved something of the spirit of the pioneer to undertake 
such a work in the absence of precedent as well as of readily available 
materials, there being not only an insufficient body of detailed data, 
but also a lack of uniformity in the reports that are in existence. Inas- 
much as the undertaking originated in an endeavor to determine the 
proper differentials between the laws of Massachusetts and New York, 
the reports of the industrial accident board of Massachusetts were 
naturally adverted to, showing the results of 90,000 accidents during the 
first year of operation of the compensation law of that state.’ There 
were found to be defects in certain essential properties in the Massa- 
chusetts report, so that recourse was had to detailed figures of Austrian, 
German, and other European accident statistics, to the report of the 
Department of Commerce and Labor on the operations of the federal 
compensation law of 1908, and to the reports of the United States 
Census. The great difficulty in making joint use of these various classes 
of data, due to the varying definitions of an accident and the different 
treatment of statistics in account of the different ends in view under the 
various laws, would perhaps have dismayed a less bold and ingenious 
person. However, by means of adjustments, comparisons, corrections, 
and substitutions that are carefully explained and worked out in the 
text, a table is developed showing that on the occurrence of 100,000 
industrial accidents there will be 932 fatal cases, 2,323 dismemberments, 
2,442 cases of permanent partial disability without dismemberment, and 
94,193 cases of temporary disability, of which above 37,000 last not more 
than one week and 214 extend beyond 26 weeks. The dismemberments 
are distributed among 36 classes, ranging from a loss of a left little finger 
to a loss of both eyes or both legs. It is not at all claimed that the 
distribution of accidents actually occurring will absolutely conform to 
to the proportions indicated in the table, but the author is confident 
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that the cost of any 100,000 accidents will not vary greatly from the 
costs as distributed by this table, and still more emphatically does he 
maintain that even though the actual cost may not be as herein indicated, 
the table is sufficiently accurate to enable the measurement of differences 
between various compensation acts. A reconstruction of the table after 
the accumulation of a few years’ experience is anticipated, but not a 
change in the method and its application. 

Fatal accidents entail consequences making necessary the provision 
for widows, children, and other dependents, the numbers of whom have 
not been determined by any American experience. Since benefits to 
children cease usually at the age of sixteen to eighteen years, the ques- 
tion of the age of the decedent comes into play; another factor also is, 
of course, the number of such decedents who were single at the time of 
death. Each of these items is taken up. Considering the meagerness 
of the data available, probably the only claim that would be made, and 
certainly the only claim that could be supported, is that the material 
offered is the best available and will serve a useful purpose during the 
tentative period of American compensation administration. 

Some errors appear which indicate a lack of the most careful proof- 
reading, and also of checking up statements that should be comparable, 
as where sums or differences of presented data are shown; and on p. 28 
the second section of the table is headed Disbursements, when it should 
obviously be Dismemberments. As far as observed however these are 
not misleading to a careful reader. 

Undoubtedly the work will supply a present necessity in enabling the 
avoidance of either haphazard estimates or slavish detailed computation 
for each individual state; and more particularly by furnishing a common 
standard, even though not an entirely accurate one, for the determina- 
tion of differentials, that must serve until the accumulation of a better 


collective experience. 
LinDLeEy D. CLarRK 
U. S. Bureau or Lasor STATISTICS 


The Normans in European History. By Cuartes H. Haskins. 
Boston and New York: Houghton Mifflin Co., 1915. 8vo, 
pp. viiit+258. $2.00 net. 

No scholar in the English-speaking world—perhaps no other scholar 

—has so complete a knowledge of the history of the Normans in Europe 

as the author of this book. For years past his articles have appeared 
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in the foremost historical reviews of France, England, and the United 
States, dealing with many phases of Norman history in France, England, 
and Sicily. These monographs are soon to be collected into a volume of 
Studies in Norman Institutions. Meantime those interested in the 
subject will find the present volume an excellent introduction to the 
more intensive work. 

The book consists of eight lectures originally delivered before the 
Lowell Institute in February, 1915, viz., “Normandy and Its Place in 
History”; “The Coming of the Northmen”; “Normandy and Eng- 
land”; “The Norman Empire”; ‘Normandy and France”; “ Norman 
Life and Culture”; “The Normans in the South”; “The Norman King- 
dom of Sicily.” In the first chapter the continuity of Norman history 
is emphasized. In 1911 Normandy celebrated the one-thousandth 
anniversary of its existence, and, as the author says: 


In this transitory world the thousandth anniversary of anything is suffi- 
ciently rare to challenge attention. . .. . The discovery of the Pacific is only 
four hundred years old, the signing of the Great Charter but seven hundred. 
The oldest American university has celebrated only its two hundred and 
fiftieth anniversary, the oldest European only its eight-hundredth. Even 
those infrequent commemorations which carry us back a thousand years or 
more, like the millenary of King Alfred or the sixteen-hundredth Constan- 
tinian jubilee of 1913, are usually reminders of great men or great events rather 
than, as in the case of Normandy, the completion of a millennium of continuous 
historical dévelopment. 


Professor Haskins makes the point that the Norman Conquest was 
“a natural outgrowth of Norman discipline and of Norman expansion,” 
and that England after 1066, if considered in proper historical focus, 
must be looked at as a part of the Norman Empire, and not as an 
isolated state. English and American people are naturally inclined to 
accentuate too much the position of England. Institutional history 
must needs play a large part in the history of Norman achievement, and 
the treatment of this difficult subject is admirably lucid. It summarizes 
in compact form the results of the research embodied in the series of 
Studies mentioned. 

Professor Haskins combines in rare degree the lore of the scholar and 
the attributes of the artist. The chapter on “ Norman Life and Culture” 
is the only treatment of its kind known to me; for there is no general 
account of Norman life and culture in the Middle Ages. In Sicily, as 
every student of mediaeval history knows, Norman culture reached 
its finest flower, and this history, as “one of the culminating points of 
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Mediterranean civilization,” is written only as one could write who 
knows and loves whereof he writes. Most of the Norman princes were 
stark and strong, or brilliantly versatile, personalities. The portrait- 
sketches scattered through the book, notably that of Henry Plantagenet, 
form interesting reading. 

The bibliographies attached to each chapter are excellent. The 
only regret one has in laying down this book is that there is nothing upon 
the history of the Norse in Russia and the Norman part in Spanish 
history. Perhaps the limitations of a course of lectures made the exclu- 
sion of these subjects necessary. The latter subject, in particular, is 


a virgin field of research. 
James WESTFALL THOMPSON 


UNIVERSITY OF CHICAGO 


Materials of Corporation Finance. By CHARLES W. GERSTENBERG. 
New York: Prentice Hall, Inc., 1915. 8vo, pp. xxi+1008. 
$4.00. 

Those who believe in the pedagogical value of source material as a 
means for stimulating the student’s interest and driving home by prac- 
tical illustrations and discussions the relation of principles to actual 
affairs will welcome this new case book in a field of study not hitherto so 
supplied. ’ 

The general field covered seems to include at least a portion of invest- 
ment as well as corporation finance. More specifically the author sum- 
marizes it as follows: “Kinds of business associations; organization and 
legal management of corporations; kinds of stock and rights of stock- 
holders; corporate bonds, notes, and mortgages; control of the issue of 
securities by the state; sale of stocks and bonds to stockholders and the 
public; prospectuses; Wall Street market; promotion; intercorporate 
relations; financial management and provision of working capital; 
readjustments and reorganizations.”” About half the book is given to the 
last four topics. 

In the main the selections here collected are well suited to the pur- 
pose in view. The editor has limited himself to what may fairly be 
called raw case material, and no attempt is made to include discussions 
of different points or anything in the nature of textbook exposition. 
As to the choice of particular selections and the method of editing there 
will always be room for much difference of opinion, and since a limit has 
to be set, though a very generous one in this case, there will always be 
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omissions which some will regret. In this particular instance there has 
been little attempt to edit the selections or to eliminate unessential 
portions. In most cases this is justified, as the selections are short and 
the material pertinent. There are, however, two rather conspicuous 
exceptions, which together make up nearly a quarter of the whole volume 
—the complete annual report of the New York, New Haven and Hart- 
ford Railroad Company for 1914 and the complete report on the valua- 
tion of the Chicago telephone system. Perhaps the latter can be more 
easily justified than the former, since its content is of greater use and it 
is less easily accessible. But the report of the New Haven, however 
exceptional, is obtainable without difficulty, and as one comes to the 
seventy-four pages of pure financial statistics included within it he 
cannot but wonder how many students will go through them all, while 
thinking with regret of many subjects either omitted or but lightly 
treated to which most of this space might have been devoted. 
CHESTER W. WRIGHT 
UNIVERSITY OF CHICAGO 


Socialized Germany. By FrepERIC C. Howe. New York: Scrib- 
ner, 1915. 8vo, pp. viit+342. $1.50. 

The present European conflict is bringing to the fore the question of 
the relative advantages of socialized control and individual initiative. 
In “Socialized Germany” the author considers state socialism as being 
in large measure the explanation of German military efficiency. His 
chief interest, however, is not in things military, but is centered around 
the working out of German ideals and the application of German methods 
under normal conditions. The opinion is freely expressed that the 
“German peril” is only in part a military peril. Not in peace, but in 
war, does German efficiency manifest itself most clearly. ‘The real 
peril to the other powers lies in the fact that Germany is more intelli- 
gently organized than the rest of the world.” This is the author’s general 
thesis, and he proceeds to describe in detail the various phases of Ger- 
many’s wonderfully centralized and specialized political, educational, 
and industrial system. 

In the analysis of modern Germany, emphasis is laid upon the duality 
underlying the form of external unity. “‘There are two existing Ger- 
manys: the Germany of politics, militarism, and aggression, and the 
Germany of culture, sweetness, efficiency, and life” (p. 12). Official 
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feudal Germany is something distinct and apart from the real Germany. 
The voice of the ruling class does not represent the voice of the German 
people. But while the lower classes have an almost negligible part in 
the direction of the state, there is nevertheless a clear recognition, on 
the part of the ruling class, of the welfare of the state as being identical 
with the welfare of the common people. Thus we have the system of 
paternalism which has been so severely criticized by democratic peoples. 
Three factors account for the evolution of the German political organiza- 
tion: In the first place, the régime under the old feudal aristocracy 
was crystallized into constitutional form before the rise of the commercial 
class. Secondly, the state during the transitional period was dominated 
by the personalities of Bismarck and William II. Finally, there is the 
German educational system, which is without a counterpart in the 
modern world. 

In Germany, state socialism is both productive and distributive. In 
Mr. Howe’s opinion it is owing to the emphasis laid upon the latter 
phase that the German empire has made such rapid progress. Herein 
lies the real secret of her advance in trade, her aggressiveness in world- 
commerce, and her present military achievements, and even after the 
war her long period of training in co-operative socialized effort will 
enable her to outstrip competing nations in the work of revival and 
reconstruction. 

Mr. Howe has produced a work worthy of careful consideration. 
While he does not hold a brief for state socialism per se, he nevertheless 
presents a strong case for the efficiency resulting from its adoption. 
At the same time he clearly shows that the German ideal of the state is 
the very antithesis of democracy. Paternalistic government can be 
secured only at the expense of personal individuality and political and 
industrial freedom, and whether superior efficiency is to be preferred to 
our boasted democracy it remains for us to decide. German state social- 
ism, whatever its efficiency may be, is after all simply a natural out- 
growth of feudalism. “It has its roots far back in German traditions 
and the experiences of the people. It is the eighteenth-century state 
adjusted to twentieth-century conditions. And it has largely made 
Germany what she is, a menace and a model, a problem to statesmen 
of other countries, and a pathfinder in social reform” (p. 334). 


J. E. Morrat 


UNIVERSITY OF CHICAGO 
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Undercurrents in American Politics. By ArtHur Twintnc HApLey. 
New Haven: Yale University Press, 1915. 8vo, pp. xii+18s. 
$1.35. 

The contents of this book comprise the Ford and Barbour-Page lectures 
delivered by Dr. Hadley at Oxford University and the University of Virginia, 
respectively, in the spring of 1914. The series might, as the author suggests, 
be entitled ‘‘Extra-constitutional Government in the United States.” In the 
Ford lectures on “Property and Democracy” the author succinctly portrays 
the contemporaneous growth of these institutions and explains why the latter 
has not materially encroached on the former. Aristocratic Colonial democracy, 
which was based on property right and privilege, incorporated into the Con- 
stitution strong free-contract and property-rights provisions which have not 
been since amended. In the transition to later Jacksonian democracy, property 
was saved from the extremity of socialism by the fact that America became a 
democracy of small landowners possessed of universal suffrage; it was strength- 
ened by the absence of hostile legislation. This condition, in turn, was due to 
the paucity of capital and the need of industry, and to the fact that in contrast 
with the European situation the military and the property-owners were the same 
class. The first great movement in America toward state socialism and inimical 
to private property occurred in the last quarter of the nineteenth century. 
Actuated partly by humanitarian philosophy and partly by the failure of 
competition to protect the masses, and assisted by the alignment of the small 
property-owner with the labor force against predatory wealth, the movement 
which originated with the Granger agitation and anti-trust legislation in the 
seventies and eighties reached its climax only recently in the trust-breaking 
policy of the last administration, and at present is suffering a reaction because 
of the protracted depression due to over-regulation and the resultant diminished 
return in industry. The author closes the series with a timely admonition 
regarding state supervision of industry in which he makes a plea for intelligent 
control. ‘America must learn the overwhelming cost to the consumer and the 
public of inexpert control.” The solution will be reached only when “the 
demand for state control of industry and for trained civil service go hand in 
hand.” 

The Virginia lectures on “Political Methods” show how those matters 
which were left in governmental hands have often been managed by very 
different agencies from those which the framers of our Constitution intended. 
Party government and some of its abuses, the electoral college, pledging of 
public officials, party caucus, civil service, and the spoils system are the main 
subjects discussed. Speaking of recent changes the author points out that re- 
action against powerful party control resulted in a decentralization which has 
transferred political chicane from party organization to individual groups and 
thrown the real power in the country to the press, a condition on the whole 
favorable, but pregnant with possibilities for good and evil. Editorial power 
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has waxed with the decline of the boss, but there has been a tendency to pander 
to public prejudice and emotion, “one of the gravest dangers to the stability 
of the American government.” With equal candor the author condemns 
the press for engendering in the public a spirit of omniscience on all matters of 
governmental import, the masses assuming a better understanding of complex 
phenomena than specialists themselves. The crowning need is of intelligent 
voting “on matters which public opinion can decide and leaving to the special- 
ist matters which can only be decided by the specialist; of holding the expert 
responsible for results and promoting the man who has done business well 
rather than the one who flatters the people that he is going to do business in a 
way they will like and understand.” 

The work is in the large historical yet withal prophetic; the treatment is 
at once spirited and dispassionate; the style light and pleasing. 


The Progressive Movement. By BENJAMIN PARKE DEWITT. New York: 
Macmillan, 1915. 8vo, pp. xii+376. $1.50. 

While the purpose of this book is to explain current political tendencies, 
the viewpoint presented is social rather than political. The writer maintains 
that the progressive movement represents a definite and unmistakable change 
of attitude on the part of the American people asa whole. Proof of this is found 
in the fact that in every party platform of the present day the progressive atti- 
tude appears. In the prevailing forms of political agitation there are three dis- 
tinct tendencies. ‘The first of these tendencies is found in the insistence by 
the best men in all political parties that special, minority, and corrupt influence 
in government—national, state, and city—be removed; the second tendency 
is found in the demand that the structure or machinery of government, which 
has hitherto been admirably adapted to control by the few, be so changed and 
modified that it will be more difficult for the few, and easier for the many, to 
control; and, finally, the third tendency is found in the rapidly growing con- 
viction that the functions of government at present are too restricted and that 
they must be increased and extended to relieve social and economic distress”’ 
(p. 4). 

The greater part of the book is devoted to a strictly nonpartisan discussion 
of reform measures which affect directly the nation, the state, and the city. 
Among those advocated as representing the progressive movement are greater 
governmental control of corporations, direct legislation, woman’s suffrage, the 
short ballot, municipal home rule, the city-manager plan of city government, 
and municipal ownership of public utilities. 

The general conclusion drawn is that progressivism may best be described 
as a growing confidence on the part of the American people in their ability to 
govern themselves. This confidence takes the form of a revolt against special 
privilege and a demand for a more responsive and flexible form of government. 
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Broadly speaking, Mr. DeWitt’s contribution is neither critical nor construct- 
ive, but is rather a short compendium of social and political reform. 


Selling, Credit and Traffic. By R.S. Butter, Lee Gattoway, and S. J. 
McLean. New York: Alexander Hamilton Institute. 8vo, pp. 
xx+627. $8.00. 

Selling, Credit and Traffic is published as the third volume of the Canadian 
edition of the “Modern Business Series.” 

The three phases of business considered here are analyzed in such manner 
as to bring out the principles underlying their successful pursuit under present 
conditions. No attempt has been made to lay down hard-and-fast rules. 
Brief, clear outlines of general methods have been followed; and minute refine- 
ments have been rather hinted at than treated exhaustively, so that the main 
points in the discussion stand out clearly. 

This text is different from the American edition in that emphasis is put on 
a few phases of business and no attempt is made to cover the whole field of 
business organization. The history of the development of business methods 
receives only enough attention to explain present conditions, and is compressed 
into a few pages. Only domestic markets are considered, the section on export 
business which appeared in the American edition being entirely omitted. 

The second part of the book, ‘‘Credit and the Credit Man,” is the work of 
Lee Galloway, of New York University, who wrote “Business Organization” 
for the American edition. This division of the subject, which occupied only 
one short chapter in the former work, is expanded in the present edition into 
six chapters. 

The section on “Traffic” covers the field in a rather more technical manner 
than was the case in the American edition. Only a few pages are taken up in 
the Canadian work by the history of transportation development, the other 
nine being given over to consideration of the express service, inland water 
transportation, ocean shipping, and classifications, rates, and shipping rules 
of the railways. 

Diagrams and form models serve to illustrate many of the problems pre- 
sented and to aid in their solution. 


Socialism as the Sociological Ideal. By Firoyp J. MEtvin. New York: 
Sturgis & Walton Co., 1915. 8vo, pp. 203. $1.25. 

This is an attempt to prove the case for socialism from a sociological point 
of view. Socialism is defined as “the social system which seeks by means of the 
social control of heredity and environment to direct the further progress of civil- 
ization in accordance with the ideals arising through social self-consciousness”’ 
(p. 40). The author claims that socialism must be the third stage in our 
social evolution. The first stage was one of warfare; the present is one of 
competition; the third will be one of co-operation and intelligent decision, 
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these together making up the ideal socialism. All signs show that we are at 
the point of transition. The general dissatisfaction with regard to our present 
system is caused by an awakening social self-consciousness, this being revealed 
in our present passion for democracy. Much attention is given to the usual 
socialistic indictment of capitalism, the writer frankly stating that “the very 
rewards distinctive of capitalism—rent, interest, and profits—are all unearned; 
or worse, earned at the expense of others”’ (p. 191). 

We have here an old question considered from a new point of view, and 
for this reason the work is of interest. At the same time, it can scarcely be 
said that the arguments presented are satisfying or conclusive. The chief 
weakness of the book lies in its faulty comparisons. The writer is comparing 
capitalism as it actually exists with a socialistic state which is purely ideal. 
He has also, in criticizing the present system, failed to take account of the 
nature and importance of capital, and the causes of its creation. Finally, it 
may be suggested that the production and distribution of wealth is too stupen- 
dous a task for even sociological idealism to undertake successfully without an 
understanding and recognition of the fundamental principles of economics. 


The Valuation of Urban Realty for Purposes of Taxation. By WILLFoRD 
IsBELL Kinc. Bulletin of the University of Wisconsin, No. 689. 
Madison, Wis., 1914. 8vo, pp. 113. $0.25 net. 

The valuation of urban realty is a question of growing importance to prac- 
tical students of problems of taxation. In many cities the problem has been 
approached in a haphazard manner and locai assessors have arrived at the value 
of realty in various occult ways scarcely understood even by themselves. 
The result has been unscientific and of uncertain justice. Usually real estate 
has been undervalued. The last ten years have brought forth considerable 
effort toward arriving at a scientific and correct method of urban valuation. 
The question has been discussed at the national conferences on state and 
local taxation and several schemes have been developed, perhaps the best 
known being that of W. A. Somers. 

Mr. King attempts to formulate a simple method for the use of assessors. 
He bases the value of buildings upon the present value of future income. He 
demonstrates how tables may be worked out for the convenience and guidance 
of assessors in determining this present value, and submits a system of schedules 
in accord with his plan. In respect to land, he reduces values in all parts of 
the city toa unit basis. Unit values of the land surrounding the value-summits 
of the city are determined, and with these as a basis the unit value is determined 
in each block-face of every block in the city. Depth curves are then deter- 
mined, showing the relation of lot depth to value for all varieties of use, and 
these are applied to the unit values to estimate the value of the land. The 
work, on the whole, shows careful analysis of the different elements affecting 
value, and may be recommended to those interested in the special problem. 
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Trusts and Competition. By JoHn F. CrowELt. Chicago: McClurg 
& Co., 1915. 16mo, pp. xx+191. $0.50. 

In Trusts and Competition the author presents briefly in outline form the 
most simple phases of the trust problem, and voices the popular attitude regard- 
ing control. The book deals descriptively with the origin and development 
of trusts, and with past attempts at federal control of pools, trusts, and com- 
binations; treats of trust policies, fair and unfair methods of competition, 
monopoly prices, problems of trust management, the status of trusts in foreign 
countries; and deals briefly with the important supreme court decisions and 
the success of the past “‘unscrambling”’ process. 

The author’s point of view may be stated as follows: Unfair competition 
fostered by combination is the raison d’étre of the problem; therefore abolish 
all monopoly or hope of monopoly. Competition is the accepted axiom of 
public policy, and to serve its purpose and “natural” function it must be 
normalized, for which he would have maximum legal control consistent with 
the free movement of capital and labor in the market and the observance of 
“reasonable rules of the game” as defined in jurally sound codes of competitive 
relationships. The dissolution policy has been successful, and the rules of 
conduct laid down in these decisions can be relied on as guides to future policies 
both for the courts and, as a code of ethics, for the trusts themselves. The 
book brings nothing new to the solution of the problem. The popular style, 
brevity, and outline form are the characteristic features; it has qualities that 
recommend it as a text for undergraduate purposes. 


Government Finance in the United States. By Cart C.PLEHN. Chicago: 

A. C. McClurg & Co., 1915. 12 mo, pp. 166. $0.50 net. 

In this book Professor Plehn tells why the various governments in the 
United States need money, where they get it, and how well they are spending 
it. The need for efficiency is pointed out, and the danger of extravagance 
through the ease of public borrowing is emphasized. Among other measures 
the author recommends a state income tax, centralization of the taxing systems, 
and a budget system. 

The book is written in popular style and will undoubtedly appeal to the 
general reader who wishes light upon the financial activities of government. 


Artificial Waterways of the World. By A. BARTON HEPBURN. New York: 

Macmillan, 1914. 8vo, pp. vii+171. $1.25 net. 

Except for illustrations, a handsomer binding, some unimportant statis- 
tical tables in appendices, and a very few slight alterations in subject-matter, 
this volume is a mere reproduction of Mr. Hepburn’s Artificial Waterways 
and Commercial Development which was published in 1909. It is still a lamen- 
tably superficial treatment of an important question. 














